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that ...92% of 
American homes 
are without a glass 
coffee maker. It’s 
practically a vir. 
gin market... 





Silex Glass Coffee Maker 
you put on your line 
adds 
an average of 87 KWH 
to your load 


Push <EA.€& M and watch your load climb 


THE SILEX COMPANY... DEPT. U.. . HARTFORD, CONN. 


Creators of the Glass Coffee Maker Industry 
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Barber Pressure 
Regulators 
Increase Customer 
Satisfaction 


— Regulators keep 


good company — you'll find them 
endorsed and used by appliance manufacturers who are 
particular about their own product. You'll find them recom- 
mended by many gas companies for their customers’ use. In 
line with economical and efficient service to the public, a 
reliable pressure regulator always increases operating safety 
and economy, and reduces complaints and service calls. 


Barber Quality Regulators are well built and are thor- 
oughly tested for response within a range of 3/10 pressure 
drop. Materials are the finest—all bronze body, brass work- 
ing parts, phosphor bronze springs, high grade sheepskin 
diaphragm. Barber is a regulator you are safe in recom- 
mending to your customers. 


BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 


sure REGULATORS 


ber Burners For Warm Air Furnaces, Steam and Hot Water Boilers and Gas Appliances 
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ELECTRIC POWER AND WATER 
COMPANIES 


and other Public Utility Companies interested in bill 
printing and addressing are invited to send for these 


case stories— 


A POST-CARD BILLING SYSTEM 
FOR A WATER COMPANY 


and 


TWO-COLOR BILL PRINTING 
FOR AN ELECTRIC POWER COMPANY 


Requesting this systems material carries no obligation. 


Just address: 


Systems Department 


THE ELLIOTT ADDRESSING MACHINE COMPANY 


157 ALBANY STREET 
CAMBRIDGE, MASS. 
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HE gas industry’s relationship to the elec- 
tric industry has always struck us as be- 
ing somewhat similar to the worthy sisters 
mentioned in the Holy Scripture, Martha and 
Mary. Mary, as we recall from our bible his- 
tory, was younger and more versatile. Martha 
was older, plainer, and practical—more at 
home in the kitchen than in the drawing-room. 
By virtue of their supplementary talents, they 
made a good team and merited the benediction 
of the Good Master. 


But, to shift our analogy to the modern 
utility prototypes, the electric Mary seems to 
have captured more benediction from the 
American investor than the hard-working 
Martha. The stockbuyer, the bond dealer, and 
even the sophisticated institutional investors 
have a tendency to turn up their noses at gas 
issues (figuratively, of course), while at the 
same time yielding choice places in their port- 
folios to electric securities. And this, in the 
face of impressive earnings and aggressive 
management, which have been especially note- 
worthy in the expanding field of natural gas 
operations. Electric Mary is still the favorite 
despite past frivolities, while Martha the 
drudge has had to work overtime for every 
nickel she can attract in the money market. 


ComEs now W. D. Gay, manager, utility 
department, Standard Statistics Company, Inc. 
(Harvard College, ’26), who demands to know 
the reason for this discriminat‘on. His article 
in this issue assures us statistically and ana- 
lytically that there is little basis for it. He 
wants a square deal for Martha; and by the 
looks of the case he has made out in her be- 
half, some of our investors may be doing their 
pocketbooks an injustice by continuing to look 
down their nose at natural gas securities. 


¥ 


HE harsh realities of modern warfare have 

seriously shaken quite a few accepted be- 
liefs. In the sphere of public safety, for ex- 
ample, it used to be agreed that safety pre- 
cautions were always worth whatever expendi- 
tures were necessary to make them workable. 
Economy was thought to be admissible only 
for the purpose of deciding whether a less 
expensive safety device could do the work of a 
more expensive one. 


But in the European conflict the safety of 
the greatest number has made the safety of 
the individual seem less important. From 
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HERBERT COREY 


In following this aid-short-of-war policy, 
don’t sell America short. 


(SEE Pace 195) 


London we hear of such cold-blooded sta- 
tistics as the value of an able-bodied woman 
being fixed at four-fifths of that of an able- 
bodied man for purposes of national defense, 
and that of a civilian at little more than half 
the value of a soldier trained for combat. The 
question of costs in air-raid precautions has 
become an important one, since Britain has had 
to count her pounds and shillings. 


LIKEwISE, in the matter of protecting utility 
facilities from sabotage, air raids, and bom- 
bardment, the economy factor has already de- 
manded consideration. Granted, for example, 
the possibility of burying electric and telephone 
conduits so deeply beneath the city streets that 
they could not be touched by hostile attack, 
there is the question of prohibitive expense 
and ordinary maintenance and repair costs. 


Orrnions have even been voiced in the con- 
trary direction to the effect that electric and 
telephone wires in an area subject to repeated 
air raids might better be strung up on poles 
where they can be repaired quickly and make 
only a negligible target. Floating power 
plants, “spider web” distribution lines, and 
concrete-domed power plants just about com- 
plete the ideas on utility raid precautions. 
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Installed in the plant of 


A Large Texas Utility 





& 


46-6" ' 


= “_ 





250,000 Pounds of Steam per hour. 975 Ibs. Steam 
Pressure. 910° F. Steam Temperature. 


Riley Boiler, Superheater, Steam Temperature Control 
Economizer, Air Heater, Water Walls, Steel Cla 
Insulated Setting. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEWYORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT SEATTLE 
ST. LOUIS CINCINNATI HOUSTON CHICAGO’ S&T. PAUL KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 


BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FURNACES 
PULVERIZERS - BURNERS - MECHANIOAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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ORTUNATELY, American utilities are not 
faced with the immediate problem of 
maintaining service under pressure of constant 
air raids such as London is experiencing. With 
us, the problems of sabotage and espionage are 
more pressing for the moment. Yet, even on 
these shores the possibility of eventual air- 
raid attempts in strategic centers such as New 
York city and Washington cannot be ruled out 
entirely. 


Has the war experience so far produced 
any formula or plan for special protection of 
utility services under fire? HERBERT Corey, 
our regular Washington contributor, explores 
this situation in the opening article in this 
issue. Probably our cities could be made pretty 
nearly disaster proof for utilities, but at an 
expense so terrific as to make it impracticable. 


¥ 


E have been told by a number of au- 

thorities, including President Roosevelt, 
that as a nation we are going to have to get 
over the idea of “business as usual” in the 
course of our national defense effort. For rea- 
sons which will be perfectly understandable to 
everybody, politicians have been stressing the 
fallacy of this “business as usual,” without 
playing up very conspicuously the equally 
fallacious assumption that we can go on “con- 
suming as usual” or even “working as usual.” 


However, it is coming to be understood that 
not only the business man but the consumer 
and Labor are all going to see some changes 
made before the year 1941 has run its fateful 
course. This is simply because the nation’s 
business machinery, as well as its skilled labor 
reserves, is unable to take care of the de- 
mands of the national defense program super- 
imposed upon the normal operation of the na- 
tion’s economy. On the other hand, the con- 
suming public, with more money to spend, is 
going to find less places to spend it—excepting 
always the tax collector’s window. 


THESE changes may still come as a surprise 
to those who think that the rights of organ- 
ized labor to collective bargaining, minimum 
hours, maximum wages, and the right to strike 
are sacred verities, paramount even to the na- 
tion’s defense efforts. Labor, under pressure of 
the rearmament program, will probably not be 
such a critical factor for public utilities as for 
some other industries. But it is probable that 
some labor controversy in the utility field will 
show up during the balance of the year, just as 
it has already shown up in the aircraft industry 
and other vital defense businesses. 


THE administration has shown itself to be 
sensitive to these shifting necessities. The re- 
cent change in the chairmanship of the National 
Labor Relations Board has been widely hailed 
as an effort to throw the balance of that tri- 
bunal towards a more temperate course of la- 
bor regulation. Will it work? Or will more de- 
termined correction of the tendency of some 
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W. D. GAY 


There is gold in those gas pipes; but nobody 
seems to believe it. 


(SEE PacE 204) 


labor leaders to rock the boat during a critical 
period be required? In this issue ANDREW 
BARNES, veteran Washington newspaper cor- 
respondent, gives us an idea of just what is 
going on in the minds of the labor regulators 
in the nation’s capital and in the minds of some 
members of Congress. (See page 213.) 


¥ 


MoNG the important decisions preprinted 
from Public Utilities Reports in the back 
of this number, may be found the following: 


AN investigation of telephone rates, with 
particular consideration of hand-set and serv- 
ice connection charges, was made by the Wis- 
consin commission. The monthly hand-set 
charge was ordered discontinued, and nonre- 
fundable service connection charges were 
ordered to replace refundable service connec- 
tion charges. (See page 193.) 


Tue Federal Power Commission recently 
ruled that it has authority to require a public 
utility which is subject to regulation under the 
Federal Power Act to keep general corporate 
and other fundamental accounts and records 
covering its entire electric utility business in 
conformance with the provisions of the com- 
mission’s system of accounts. (See page 202.) 


THE next number of this magazine will be 
out February 27th. 


Ir Cli 















od 





February 13, 1941 





Public Utilities Fortnightly 





























Stop pushing file drawer contents back 
and forth in time and energy wasting 
motions! The Flexi-File keeps folders 
and guides in an easy-to-get-at upright 
position — they can’t slump and slide 
about! 





It’s just a little thing but if you’ve ever 
dropped an armful of filing papers, or 
if you must pull out adjacent drawers 
to rest filing material on, you'll appre- 
ciate this inexpensive File Shelf that is 
instantly suspended from drawer pulls 
and incorporates a wire bail to prevent 
papers from slipping to the floor. 








get without making it bulge! 





Write or phone us today for your free 
copy of our new, revised up-to-the- 
minute 1941 “Orrice MANuAL oF BET- 
TER Fitinc Suppwies.” See for yourself 
how easy it is to add “extra hands” to 
your filing! 





Remington Rand Ine. 
BUFFALO, NEW YORK 


BRAN CHES2@7N 


PRENWECIP AL 
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HEN your filing work “jams up” 
Wane day’s end sees you wishing 
more work finished—consider the help 
of extra hands! Extra hands in the form 
of Remington Rand filing accessories. 
These hundreds of aids have been de- 
veloped especially to make filing and 
finding easier and faster. They'll make 
your days more productive and cost so 
little they can be included in any bud- 
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New steam electric gen- 
erating station of N. Y. 
State Electric and Gas 
Corp. at Dresden, N.Y., 
on shore of Lake Seneca. 


HE NEW DRESDEN STATION of the 
pb York State Electric and Gas 
Corporation is another of the growing 
list of great plants whose boiler plant 
efficiency is maintained by Vulcan Soot 
Blowers. The two 110,000-lb. Foster 
Wheeler boilers are kept clean and free 
of ash accumulations by the thorough 
blowing action of their Vulcan Soot 
Blowers. The scientifically engineered 
design of the slowly rotating heads and 
the alloy heat-resisting compression 
type bearings assure thorough clean- 
ing and insure longer life of the equip- 
ment itself. 





* DU BOIS - PENNA. 


SOOT BLOWERS 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
















Remarkable Remarks 


“There never was in the world two opinions alike.” 
—MonTAIGNE 

















Rosert M. HANES “Insolvency is the time bomb which can eventually de- 
Retiring president, American stroy the American system.” 
Bankers Association. 


¥ 


STATEMENT “A train starts on its run somewhere in the United 
Association of American Railroads. States on an average of every 2% seconds.” 


¥ 


SuMNER H. SLICHTER . one might infer from the present tax laws that 
Professor, Harvard Graduate the encouragement of stagnation is part of the public 
School of Business Administration. policy of the country.” 







“ 









e 


WiiaAm L. Batt “We become so accustomed to talking in terms of 
Deputy commissioner, Industrial _ billions of dollars that we are apt to overlook the magni- 
Materials Division, National De- tude of this defense program.” 

fense Advisory Commission. 










B 



























DoNALD KIRKPATRICK 


“High rates cannot insure railroad prosperity. It is 
General counsel, American Farm rates times the volume of traffic that tell the story of 
Bureau Federation. transportation revenue.” 
¥ 
JosePpH V. SHERMAN “The total freight-carrying car capacity of all the rail- 
Writing in Barron’s. roads in the United States is 17 or 18 times the aggre- 
gate capacity of all the trucks.” 
§ 
Emmett F. ConNELy “Long-time credit—investment—is the key to industrial 
President, Investment Bankers activity in a free enterprise system. Without industrial 
Association of America. activity, laboring men go unemployed.” 
¥ 
P. T. DASHIELL “If our industry in general goes into the business of 
Vice president, The Philadelphia  toluol recovery, it will be for the purpose of doing its 
Gas Works Company. part in national defense and not from the profit urge.” 
gy 
FRANKLIN DELANO ROOSEVELT “If our press exemplifies a passion for truth and jus- 
tice and fair play to all, it will avoid that spiritual paraly- 
sis and decay which are the deadly enemies of our free 
institutions.” 
cd 
Louis RUTHENBURG “If normal, constructive employee relationships are to 
President, Servel, Inc. endure, management must compete intelligently and 





aggressively for the support and loyalty of the people 
on the payroll.” 
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VITAL to THE NATION'S 





MACHINERY OF PRODUCTION |__| MACHINERY OF CONTROL 


EXPANDING PRODUCTION 


FIGURES OF CONTROL 


Estimates, specifications, commit- 
ments, budgets —even before pro- 
duction starts. 


Pay checks, earnings records, and 
other labor accounting essential 
to employment. 

® 


Control records to regulate the 
flow of materials sad pane to 
the scheduled re of output. 


Management in upon which 
to base quick and sound decisions 
affecting orders,stock, production 
and shipments. 


Back of men, money and materials in an expanding 
production program—back of busy ship lanes and 
crowded rails—are the vital figure-facts that enable busy 
executives to make quick and sound decisions affect- 
ing orders, materials, production and shipments. 


For many years Burroughs has supplied industry with 
machinery of control—machines that furnish informa- 
tion and reports while they are news, not history. 
Now—when there is less time in which to achieve 
maximum production—today’s Burroughs machines 
provide the required records and figure controls in 
less time, with less effort, and at less cost. 


BURROUGHS ADDING MACHINE COMPANY ¢ DETROIT, MICH. 





Todays Burroughs 





DOES THE. WorRK IN Less. TIME— WITH LESS -EFFORT—AT LESS cost 
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REMARKABLE REMARKS—( Continued) 


Epitor1AL STATEMENT 
Industrial News Review. 


CHARLES J. ZIMMERMAN 
President, National Association 
of Life Underwriters. 


Homer D. ANGELL 
U. S.. Representative from Oregon. 


Puiuie D, REED 
Chairman of the board, General 
Electric Company. 


Leo T. CRowLey 
Chairman, Federal Deposit Insur- 
ance Corporation. 


Horace P. LiversipcE 
President, Philadelphia Electric 
Company. 


Excerpt from report of Economic 
Policy Commission, American 
Bankers Association. 
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“If this country ever is attacked, nothing could play 
into the hands of an enemy better than to have all the 
power-generating facilities located in plain sight at a 
few points along great and easily followed rivers,” 


* 


“Just so there may be no doubt as to where we stand, 
the National Association of Life Underwriters would 
unalterably oppose the invasion by the Federal govern- 
ment into the field of life insurance regulation and 
control.” 


¥ 


“.. the sun of authority should set forever for the 
rubber-stamp Congressmen. We need none of them. 
They have wrecked our economy. We need Americans 
in Congress, Democrats and, Republicans alike, who put 
country above party, who stand on their own feet and 
do their own thinking.” 


> 


“No longer is government simply the policeman of 
our economic highways. Government now seeks to 
operate our business vehicles, to dictate where we are 
going and how we shall get there, and so it slows us 
down and diverts our attention from our job by asking 
a lot of questions on the theory that we may be crooks.” 


ca 


“There has probably been an overabundance of speech 
on the general subject of the relations of government 
and business during this heated campaign year [1940]. 
I do not believe, however, that the influence of this broad 
subject upon the utilities field, that branch of business 
which is most closely supervised by government, has yet 
been properly explored or is yet well enough understood.” 


¥ 


“From time to time . .. [the business man] has re- 
ceived intimations of sharp conflict of interest between 
the major branches of transportation. He cannot be 
blamed if he has formed the impression, right or wrong, 
that in their rivalry a certain amount of thought and 
energy must have been diverted from the development 
of transportation as a whole in favor of the advancement 
of individual forms of transportation.” 


¥ 


“To speed up our effort for rearmament the govern- 
ment should simplify procedures, remove obstacles, and 
avoid bureaucratic interferences. If these should be the 
helpful attitudes of government in trying to create nation- 
al armed strength, it is of equal importance that govern- 
ment should adopt similar attitudes in helping industry 
to prepare for the post-war and world-wide struggle that 
is coming between totalitarian production and that of 
free enterprise.” 
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Below — Hi-Pressure contact disconnecting 
switch 34,500 Volt 600 Amp on lines of an 
eastern utility. 





HI-PRESSURE CONTACTS 


characterize all 


R®LE swreune coupment 


The Hi-Pressure contact, a feature originated by 
The Railway and Industrial Engineering Com- 
pany, has revolutionized modern switch design. 
Switch contacts are wiped clean of dirt, corrosion, 
metal oxides, etc., with each operation and a clean 
metal to metal contact is assured. 


Pressure is constant, assuring a contact which is 
free from the arcing or spitting which interferes 
with proper radio reception. 


The original Hi-Pressure contact switches have 
been giving satisfactory service under all operating 
conditions for many years. 


RAILWAY AND INDUSTRIAL 
ENGINEERING COMPANY 


GREENSBURG, PENNA. 
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THE 
HOME 


ECONOMISTS , ) 
OF 
AMERICA 








Robertshaw enlists the active assistance of the most influential kitchen promotion group 


IN AN INTENSIVE CAMPAIGN TO SELL THE 
MODERN RANGE TO THE NATION’S HOMES 


Robertshaw has created a new Educational Thousands of requests for the Service 


Service for the free use of home economics have already been received. Thousands of 
teachers, home demonstration agents, home teachers and directors will shortly be pro- 
service directors. This Service sells the mod- moting range sales more effectively with its 
ern range by selling measured heat as an aid. Another big step forward in the mer- 
important ingredient in every recipe. chandising of ranges! 


And a big step forward in heat control! Complete 
control of both the supply of fuel (either gas or electricity) and the 
temperature of the oven — effected by the single simple operation 
of turning one dial. 


ROBERTSHAW 


THERMOSTAT COMPANY 


Youngwood, Pennsylvania 
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his complete manual 





... written to meet the 
needs of the practical man 


This book gives the electrical man the 
self-study material needed to advance 
himself in central station work. In a 
plain, detailed way, Croft covers the 
how and why of the generation, trans- 
mission, and distribution of electrical 
energy, including scientific fundamentals, 
design factors, central station set-up, etc. 


CENTRAL STATIONS 


By Terrell Croft 
Consulting Electrical Engineer 
Revised by George H. Hall |— 
Third edition, 360 pages, 51/2 “Ii, 
x 8, 285 illustrations, $3.00 


THIS BOOK the auth S | CEN 
N IS B ee 
gions in detail all en STA 


























of the generation, transmis- 
sion, and distribution of elec- 
trical energy—maintaining a | 
simple treatment throughout, 
easily grasped by the reader 
of modest mathematical at- 
tainments. 


ervice 
inds of 
2€ pro 
with its 
e mer- 





This edition re- 
tains the typical, 
practical Croft 


mplete 
and the 
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HE DIFFERENT TYPES 

of generators are described 
as well as the different prime 
movers employed, reciprocat- 
ing engines, turbines, inter- 
nal combustion engines, and 
water wheels. Alternating and 
direct-current systems are 
discussed and compared with 
data for calculation of trans- 
mission lines for both sys- 
tems. Space is also given to 
the various station accessories 
such as voltage regulators, 
lightning arresters, and other 
protective equipment. 


treatment 
throughout, but 
includes consid- 
erable new ma- 
terial relating to 
developments in 
the field, tur- 
bines, the net- 
work = system, 
lightning protec- 
tive apparatus, 
description and 
illustrations of a 
number of types 
of voltage regu- 
lators, etc. 


Send check, money-order or cash fo 
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MUNSEY BLDG., 


WASHINGTON, D. C. 



















ETL. is prepared to help you 
pre-determine performance 
and quality of new equip- 
ment ... prepared to give 
you, by test, the “stitch in 
time” information that often 
saves needless waste and ex- 
pense. 























By taking advantage of 
E.T.L.’s extensive facilities, 
the utility not only enlists 
the aid of our many years ex- 
perience in the testing field 
to supplement its own re- 
search department... but 
avoids heavy investment in 
special apparatus. 


Know by Tes?! 


ELECTRICAL 
TESTING 
LABORATORIES 


East End Avenue and 79th Street 
New York, N. Y. 
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The careful investor judges a 


security by the history of its 


roduction, has established a record of per> 
formance that is unequalled in the history 
_ of insulated wires and cables. 


_ Kerite is a seasoned security. 
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ly fer aia Gacrgency 


%., demands of industry are unpredictable today. 

But whatever they may be, Connelly is equipped to 

meet them. Already forced, by rapidly increasing de- 

mands, to increase our facilities for the production of 

iron sponge, governors, regulators, back pressure 

valves, and other equipment for gas purification and 

L. G. CRENSHAW control, we have gone even further and prepared for 
Eastern Division the future. Our new laboratory and enlarged manu- 
Elizabeth, N. J. ' facturing facilities enable us to meet any emergency. 





Our Eastern Division at Elizabeth, New Jersey, in 
charge of L. G. Crenshaw, is equipped to render 
prompt and efficient service thruout the Eastern ter- 
ritory, and this, together with our plant and labora- 
tories in Chicago, provide ample facilities for handling 
the requirements of the industry at all times. 


IRON SPONGE:and GOVERNOR Company $ 
CHICAGO, ILL. ELIZABETH. N. J Ponce 











Wilson, Herring and Eutsler's DAVEY TREE TRIMMING SERVICE 


PUBLIC UTILITY 
REGULATION 


571 pages, $4.00 1846 1923 


N analysis of the nature, extent, and problems of JOHN DAVEY 
public utility regulation in the United States, Founder of Tree Surgery 
with emphasis upon the expanding role of the Federal 
Government in the regulation of public utilities, its 
activities in undertaking power projects and pro- Expert Tree Men 
moting rural electrification, and the issues involved ‘ 
in governmental ownerships. The well-rounded treat- ne By Sup ervised Study 


ment and critical viewpoint will be of aid to all who e@ By Thorough Training 
are interested in evaluating the present status of ‘ 
public utility regulation, its strengths, weaknesses, and e By Constant Education 


significance for privately-owned industry. @ By Long Experience 


Order from Always use dependable Davey Service 


Public Utilities Reports Inc DAVEY TREE EXPERT CO. KENT, OHIO 


Munsey Bldg. - Washington, D. C. 0 AV E Y T K E E bk) E R V | C E 
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NEW BEAUTY, power and speed 
...new strength and endurance... 
new performance and economy... 
the New K-Line Internationals! 


Here is an ultra-modern product 
superbly qualified to advance the 
high reputation for performance 
that International Trucks have 
maintained for more than 30 years. 


K-line features include the new 
International-built Green Diamond 
Engine, new double-anchor hy- 


See These NEW Beauties 


at the Nearest 


INTERNATIONAL 


Truck Dealer’s 


draulic brakes, sealed-beam head- 
lights, longer easy-riding springs, 
safety glass throughout, and a new 
all-steel Safety Comfort-Cab. 


Ask the International Dealer or 
Branch to demonstrate these new 
all-truck trucks to your full satis- 
faction. Meanwhile, write for a 
catalog which will give you all the 
details about this great new Inter- 
national line. 


INTERNATIONAL HARVESTER COMPANY 
180 North Michigan Avenue Chicago, Illinois 


yeeeeeevecsecrred: | 


INTERNATIONAL TRUCKS 
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TRIDENT. 


head- 
rings, 
a new 
), 


ler or 
e new 
Satis- 
for a 
ill the 
Inter- 


PANY 
» Hlinois 


Number 2 of a Series 


a ks experts will tell you 
that lost motion is one of the 
major causes of inefficiency. An ex- 

a ample of this, in a meter shop, is the 
means time and effort spent in finding the 

Economy in Inventory proper repair parts, and scraping 


* Efficiency in Maintenance and fitting them at the bench. 
Reliability in Performance 


Frost-Proof 
Type 


nidianias: asia Interchangeability is the cure for 

Replacements both these ills; and you get it in 
Utmost in Revenue Trident Meters. Standard new parts 
fit all casings, new or old, perfectly. 











NEPTUNE METER COMPANY 
50 West 50th Street NEW YORK CITY 
Branch Offices in CHICAGO, SAN FRANCISCO, PORTLAND, ORE., 
DENVER, DALLAS, KANSAS CITY, LOUISVILLE, ATLANTA, BOSTON. 
Neptune Meters, Ltd., 345 Sorauren Avenue, Toronto, Canada 
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How to solve the problems of 


ELECTRIC DISTRIBUTION 








This handy manual presents essential data, factors, 
tables and diagrams for practical application by all 
who are concerned with the planning, design, con- 
struction, operation, maintenance, inspection and 
supervision of the electric distribution system. 


ELECTRIC DISTRIBUTION 
FUNDAMENTALS 


By Frank Sanford 


Distribution Engineer, Cincinnati Gas & Electric Co. 


242 pages, 156 illustrations 
15 tables, 1 chart, $2.50 


Covering the ABC of electric distribution—of both the 
utility distribution, and the industrial and inside wiring 
branches of service to the outlet—this book explains the 
everyday problems involved in distributing electrical 
energy anywhere between the major substations and the 
customers’ meters, 


COVERS ALL STEPS 


From a nonengineering viewpoint it discusses how the 
distribution system works; how it is planned, designed 
and constructed; how service and operating routine is 
handled; elementary principles of methods and equip- 
ment; basic factors of the electric circuit; methods of 
generation; selection, application and design of trans- 
formers; design of carrying lines; problems of main- 
taining current flow; mechanical principles and strength 
of materials; how distribution fits in economically with 
the electric supply sys- 

tem as a whole; etc. 


Step by step explana- 
tions cover voltage drop, 
wire size calculations, 
transformer connections, 
power factor improve- 
ment, inductive reac- 
tance, and similar prob- 
lems. 


EASILY 
UNDERSTOOD 


Practical design prob- 
lems are included with 
solutions based on dia- 
grams instead of diffi- 
cult mathematics. Nu- 
merous illustrations, di- 
agrams and tables will 
be found helpful for a 
quick and complete un- 
derstanding of the funda- 
mentals. 








TREATS: 


—design and construction 
—operation and service 

—methods and equipment 
—mechanics and materials 


THESE CROWDED 
CHAPTERS BRING YOU 
PRACTICAL, HELPFUL 

DATA 


Perspective of the Electric — 
Distribution to Serve the Load 
The Distribution Division 
Generation of Electricity * 
Fundamentals of the Electric 
Circuit 
Inductance and Related Charac- 
teristics 
Tools for Electrical Problems 
Transformers 
Transformer Connections 

® Voltage Control : 

® Current Interrupting 
Equipment 

® Voltage Protection — 
Lightning—Grounding 

© Street Lighting Circuits 

®@ Mechanical Principles 
in Distribution : 

@ Economic Principles in 
Distribution 

1 © Measures of Service 











Send check, money-order or cash to 


PUBLIC UTILITIES 
FORTNIGHTLY 


MUNSEY BLDG. 
WASHINGTON, D. C. 























PIECEMEAL on PACKAGE? 


Which Way Do You Buy? 


HERE are TWO ways to buy electric 
equipment. You can buy piece by piece 
multitude of parts that make up a switch- 
r installation, a substation, or other units 
our system. Or, you can purchase com- 
e factory-built, ready-to-install units. 
is is the “‘package”’ method. Its chief ad- 
tages are that you receive fully co- 
inated equipment; you save greatly on 
ign and installation time; and over-all 
ts are materially lower. 


meral Electric has led in the development 
‘package”’ type equipments. Our engineers 
constantly working with yours to produce 
paratus which will best meet your require- 
nts for today and tomorrow. Among the 
standing achievements are: unit substa- 
ms that require much less space than con- 





ventional substations; cubicle and metal-claq 
switchgear that is smaller, lighter, and easie 
to install; improved secondary network 
units that require less space and greatly reduc¢ 
installation expense; and many others. 


It is General Electric’s business as a leade 
in this going and growing industry to kee 
ahead and help to establish desirable trend: 
in engineering, design, and production. Th 
progress made in supplying ‘“‘package”’ t 
equipment is evidence of the benefits whicl 
you receive from such leadership. 


By your purchases of General Electric equip 
ment, you have encouraged this progress an 
made it possible. This is a sure way to furthe 
progress—for the industry—and for you 
company. 


GENERAL 4 ELECTRIC 
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INDUSTRY SPEEDS DEFENSE | 


with 
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supplied ~ 
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CRESCENT 
CABLES 


With increasing power needs threatening exist- 
ing load capacities, look to CRESCENT'S com- 
prehensive line of cables, a few of which are: 












RUBBER POWER CABLES 
SIGNAL CABLES ® CONTROL CABLES 
VARNISHED CAMBRIC CABLE 
PORTABLE CABLES ® PARKWAY CABLES 
BUILDING WIRE and CABLE 
INSULATED 


=: )caeeeall 


cutie: WIRE and CABLE 


| Factory: TRENTON, N. J.—Stocks in Principal Cities 


Se gi 








CRESCENT 
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Wheat Spotlight 


25,000 Candlepower 
2500 Foot Beam 
12 A.H.—4 Volt 

Rechargeable 
Non-Spillable 
Weighs only 6 lbs. 


Carried by hand or shoulder strap 


Can be supplied with Matte 
Reflector for use as Floodlight 
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Folder and Prices sent on 
For Emergency—Patrol 


Inspection—R epairs request. 
Standby—W atchmen 


KOEHLER MANUFACTURING CO. Marlboro, Mass. 
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result from metering modern appliance 
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however, the vol imposed by. today’s 










diversified electric appliances: wet : 
a) | ered accurately —resultin hes ve 


i Bere Se nue for all load gains. ae aot a 
r fT Srl) 4 


\PATLOADS when metered with modern meters 





























S 


bs SANGAMO ELECTRIC COMPANY 
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This New RISD 
Tri-Stand Vise Really 
Saves you work @ 


/ 


if 


Februa 


EGS fold up snug to go where 
your work is. Sets up rigid, 
a ' | hard to knock over — ceiling 
ee pty By . brace and screw-down feet, if 
you want to use them. Special 
malleable frame is a whole 
work bench—lots of room for 
oil cans, dope pots; slots to hang 
a flock of tools handy; pipe rest a 
> » and three benders that won’ 3a 
collapse your pipe. Chain o 
yoke, with highest quali 
tool steel jaws. An outstand 
ing value in convenien 
built to take the punishmen 
Saves you work AND money 
Buy from your Supply Hous 


Capacity’ " @ THE RIDGE TOOL CO., ELYRIA, OH 


Set 1) am keke) & 





ee: 


LIEx1I> PIPE TOOLS 
In use all over the world 
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« CHEVROLET 


money, 


- 1941 TRUCK 


S 


Because Chevrolets have the most powerful truck engines in 
the low-price field and develop their maximum pulling power 
at low engine-speeds. You don’t have to “‘race your engine”’ 
to lug your heaviest load. Chevrolet’s Standard engine gives 
you 90 horsepower and 174 foot-pounds torque, and its 
special ‘‘Load-Master’’ engine for Heavy Duty models 
(optional at a small added charge) gives 93 horsepower and 
192 foot-pounds torque. 


Because its 60 models on 9 longer wheelbases embody Chev- 
rolet’s traditional qualities of economy, reliability and long 
life, developed to new heights for 1941, plus such extra-value 
features as massive new truck styling, new recirculating ball- 
bearing steering, larger and more comfortable driver’s 
compartment. 


Because the nation’s truck users have learned that Chevrolet 
is the best buy, as an investment that will pay the maximum 
dividends in high-efficiency operation at low cost, and have 
backed their judgment by making Chevrolet the sales leader 
year after year. 








CHEVROLET MOTOR DIVISION, General Motors Sales Corporation, DETROIT, MICHIGAN 
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Statistics 
Central-Station Boilers | 
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Some interesting high-lights are thrown on 
central-station steam-plant practice by a study 
of a sufficient number of high-duty boilers or- 
dered during recent years to warrant an interp- 
retation of certain trends. 

For example, as to the steam capacity of 

individual units— 

76 B&W boilers of the Open-Pass, Radiant 
and High-Head types are in service or on 
order. 

Total capacity—33,000,000 pounds of steam 
per hour. 

3 have a capacity of 900,000 pounds each. 

2 are for 750,000 pounds each. 

28 are rated at 500,000 pounds and over. 

Of the boilers ordered in 1940— 
All but one are for 300,000 pounds and over. 
50 per cent are for 500,000 pounds and over. 


Pressure trend indications— 
55 are for pressures above 1000 pounds. 
One unit being built is for 2500 pounds. 
67 per cent of the units ordered in 1940 are 
for pressures above 1000 pounds. 
Temperature statistics— 
All but 2 of the 76 boilers are for steam tem- 
peratures above 800 F. 
87 per cent are for steam temperatures at 
or above 900 F. 
Only 2 of the 1940 units are for temperatures 
below 900 F. 
Units of each of the three types in service for 
pon ranging from one year to five years 
ave demonstrated not only their ability to sat- 
isfy the requirements of their individual operat- 
ing conditions but also the ability of the three 
types to meet the exacting requirements of 
present-day central-station service. 


THE BABCOCK & WILCOX COMPANY, 85 LIBERTY ST., NEW YORK, N. Y. 





24 Open-Pass Boilers in service and un- 
der construction 


30 Radiant Boilers in service and un- 
der construction 


22 B&W High-Head Boilers in service 
and under construction 


BABCOCK 
& WILCOX 
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Your business form requirements are more than 
met by the variety of quality forms manufactured 
by Egry. Continuous Forms with or without inter- 
leaved one-time carbons; Allset and Foldover indi- 
vidual unit sets; padded and special forms... all 
engineered to your individual requirements ... a 
complete form system to expedite the writing of all 
initial records. 

A request will bring a special prepared brochure 
containing samples of Egry forms now in use by 
utilities. Address Department F-213. 





The EGRY REGISTER Company 
Dayton, Ohio 
SALES AGENCIES IN ALL PRINCIPAL CITIES 


The Egry Register Ce., (Canaday Ltd. King & Dufferin Sts., Toronto, Onterle, Canada 
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HOOSIER ENGINEERING COMPANY 


CHICAGO 46 SO. 5TH ST., COLUMBUS, OHIO NEW YORK 
Canadian Hoosier Cataonine Company, Ltd. 
n 


ERECTORS OF TRANSMISSION LINES 
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150,000 HP Francis Turbine 


for Grand Coulee Project 
(SHOP HYDROSTATIC TEST—230 LB. PER SQ. IN.) 


HYDRAULIC TURBINES 
FRANCIS AND HIGH SPEED 
RUNNERS 
BUTTERFLY VALVES 
POWER OPERATED RACK RAKES 
GATES AND GATE HOISTS 
ELECTRICALLY WELDED RACKS 


Newport News Shipbuilding and Dry Dock Company 
(Hydraulic Turbine Division) 


Newport News, Virginia 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








February 13, 1941 


Public Utilities Fortnightly 





T he Chicke® 
he Egg: 


or t 








O one knows which came first, no one 

is particularly interested, and no one 
is ever likely to know. Actually it makes no 
difference—they’re both necessary to each 
other. It’s the. same with modern store 
fronts and illuminated exteriors. 


A modern store front needs increased 
illumination for full effectiveness—and the 
best way to sell increased illumination, is by 
using a new front as a lever. 


Which came first? Who cares? Each 
now depends on the other—and both are 
essential, 


It’s only logical, then, for those interested 
in selling increased illumination to give a 


hand to store modernization in general— 
and vice versa. For our part, the sale of a 
store front usually means much greater 
illuminated areas—signs, vestibules, pilasters 
and piers—novel uses of light and glass to 
attract attention—for we know a _ well- 
lighted front will be most effective. 


For your part, suggest a new front. It 
will give you more to work with . . . more 
to illuminate successfully—more possibility 


of an increased load. 


When you think of store fronts, think of 
“Pittsburgh” Pittco Store Fronts ... the 
leader in the field. 


ITTCO STORE FRONTS 


PITTSBURGH PLATE GLASS COMPANY 
"PITTSBURGH stench for Zuality Glass and ttl 
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e plant fae” fine mo’ 
pian ine mOoTOrs 


i ELLiot! 


cae: MOTORS for 


Bryce E. Morrow Station of 


. Consumers Power Company 


if i Opened officially last November, this fine 
station uses twenty Elliott motors, ranging 
Umm in size from 75 hp. to 800 hp. These motors 
are driving such essential auxiliaries as 

pumps for poiler-feed, condenser, circulat- 

ing, and ash sluice service . - fans for 

‘ forced and induced draft . +> pulverizer 





ce mills, and exhausters. The excellence of 
* b ‘ ’ . . . . 
these installations 15 in some measure eX 


1, a 6 ‘ 2 m 
HS Lid eo pressed in the illustrations on these pages. 
A fine plant deserves fine motors. 
How about yours? 


ELLIOTT COMP ANY 


Electric Power Dept. 
RIDGWAY. PA. 


District Offices in Principal Cities 
L721a 

















GAtilities Almanack 








~~ FEBRUARY 9 





Y American Railway Engineering Association will convene for session, Chicago, IIll., 
Mar. 11-15, 1941. 





Q New England Gas Association, Industrial Division, begins convention, Worcester, 
Mass., 1941. 





1 dagericge Gas siemeeeten will hold conference on industrial gas sales, Baltimore, 
» Mar. 13, 14, 





{ Oklahoma Utilities Association will hold session, Tulsa, Okla., Mar. 17, 18, 1941. 





EEI Transmission and Distribution Committee opens meeting, Detroit, _— 1941. 
National Electrical Manufacturers Association convenes, Chicago, Iil., 





ies quae Association will hold convention, Fort Worth, Tex., Mar. e3 





{ American Water Works Association, New Jersey Section, starts meeting, New Bruns- 
wick, N. J., 1941. 








7 ia England Gas Association, Accounting Division, opens convention, Boston, Mass., 





4 American Water Works Association, New York Section, will hold convention, Syra- 
cuse, N. Y., Mar. 27, 28, 1941. 








q@ New England Gas Association will hold meetings, Boston, Mass., Mar. 27, 28, 





a 9s — Electric Association will hold meeting, Kansas City, Mo., 





{ Edison rg ty Institute will hold annual sales conference, Chicago, Iil., 
31-Apr. 4, 1941, 





1 Americos Society of Mechanical Engineers will hold spring meeting, Atlanta, 
Ga., Apr. 1-3, 1941. @ 














{ Mid-West Gas Association will convene, Minneapolis, Minn., Apr. 14-16, 1941. 
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Courtesy of The Ferargil Galleries 


Cement Plant 


By Paul Sample 


From Elsie Hafner, New York 
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Utilities and the War 


Experience under actual combat in Europe a valu- 

able guide as to what can be done to safeguard 

power, water, telephone, and gas services here in 
case of attack 


By HERBERT COREY 


or five months the military au- 

thorities, representatives of the 

various types of utilities, and 
heads of government bureaus, have 
been considering this question: 

“How can the utilities be protected 
if this country goes to war ?” 

It is probable that not one of the men 
engaged in this inquiry believes in his 
heart that there is even a remote possi- 
bility that the United States will get 
into a “shootin’ ” war. But the fact re- 
mains that the Foreign Policy Asso- 
ciation—responsible and not emotional 
—has stated that while it is highly im- 
probable it is not “wholly inconceiv- 
able” that we may be forced in either 
of our own will or through irresistible 
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circumstances. The nation is engaged 
on a great defense program, which is 
planned to cover not only the business 
of making us safe for the day, but to 
prepare our defenses for the future. 
The absolute necessity of defending 
our power plants is beginning to be 
appreciated in responsible quarters. 
“Electric power stations,” The New 
York Times said editorially, “are 
among the principal targets of British 
bombers. The reason is Germany’s 
complete dependence on electricity for 
the production of ersatz goods.—When 
Hitler became Chancellor in 1933 the 
production of electricity was about 25 
million kilowatt hours. By 1943 a con- 
sumption of 100,000 million kilowatt 
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hours is expected.—The blockade ac- 
centuates the problem, because it means 
that more and more ersatz goods must 
be made, which already require dispro- 
portionately large quantities of electric- 
ity. A bomb that bursts an electric 
power plant asunder therefore spells 
local industrial disaster.” 

American authorities are not being 
slowed up by the fact that long before 
this country is in any danger of getting 
into a shootin’ war we may be back on 
buying and selling terms with Ger- 
many. But the fact is that while they 
would like to make our utilities safe as 
churches used to be, they have not 
found out how to do it. Not any more 
than Germany or England or the 
banged - about continental countries 
have. When inquiry is made the officers 
are apt to take refuge behind that 
standard breastplate for stuffed shirts: 

“Can’t give you any information. 
It’s a military secret.” 


seme has been made, however. 
Progress in recognizing what the 
job is and the importance of the job, 
and the distressing results of a failure 
to do the job well in the event of war. 
It has at least been accepted that no 
protection—in fortifying or reinforce- 
ment or digging underground—can be 
set up for the utilities. The job would 
be too big. This country has more lines 
of telephone and telegraph wires, more 
miles of conduit and water supply tun- 
nels and sewerage disposals, more miles 
of power and light cables and oil and 
gasoline and gas pipe lines, more oil 
wells, derricks, refineries, tank farms, 
oil docks, and tank steamers than all the 
rest of the world put together. We de- 
pend on our utilities as no other coun- 
try does. Germany has been able to ac- 


complish her rearming miracles because 
of her abundant use of electricity in in- 
dustry, but we rely on it in our daily 
life. Even remote farmhouses are 
equipped with hot and cold water, cow- 
milkers, wood - saws, cream - coolers, 
lights in the barn for the early-rising 
hired hand, china bathtubs, and ar- 
rangements to save Grandma a trip 
down the garden in the cold night air, 
In the palace of Laeken outside of 
Brussels, Belgium, King Leopold used 
to entertain royalty, statesmen, and 
pretty women. The palace was some- 
thing between Number Ten Downing 
Street and the House of All Nations, 
and was plush, luxurious, and fancy 
simply no end. In the palace there were 
only three bathtubs for host and guests, 
There were, however, five large-sized 
copies of the Temptation of St. An- 
thony. 

Those facts seem to make the differ- 
ences between Europe and this coun- 
try somewhat more clear. 


SSUMING that this country cannot 

be invaded, even if a fast cruiser 
might manage to decant a few hundred 
soldiers at some spot on the coast, it is 
an unquestioned fact that our coastal 
cities might be raided. We have the 
finest Navy in the world today and five 
years from now it will be twice as good 
as it is today. But the Navy has two 
coast lines to defend, and the Panama 
canal ; and if we were to get into a war 
it would be utterly impossible to escape 
more or less hit-or-run raiding. A 40- 
knot aircraft carrier could dash some- 
where near one of our big seacoast 
cities, loose a swarm of 400-mile-an- 
hour bombers, bang unmitigated hell 
out of the city in twenty minutes, and 
get back on board and the carrier off 
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UTILITIES AND THE WAR 


for the protection of its battleship fleet 
almost before one of our Admirals 
could say Jack Robinson. This is said 
not in derogation of our Admirals or 
suggesting a deficiency in our Navy, 
present or to come, but only to make it 
clear that speed will be the motif of the 
next war. The present war has been 
pepped up to an mph never before 
dreamed of, but it will be a snail and 
a slug compared to the speed that will 
soon be delivered to the fighting men. 
Six months ago we had the fastest 
planes on earth. Today in England they 
are too slow. 

A raided city can take it, world with- 
out end. London and Barcelona are 
proofs, not to speak of Coventry and 
Birmingham. But the more the utilities 
are hit the harder it is to take. When 
light fails and the gas mains must be 
shut off and water does not come 
through the pipes and the sewers clog 
and overflow, evacuation is the next 
order of the day. 


N° city has yet been evacuated, but 
that seems only to be a proof of 
the courage of men and women. As yet 
there has been no outbreak of pestilence 
anywhere. When that comes, in a city 
black by night, waterless by day, filled 
with the inevitable stenches, that city 
must be abandoned. 

If it comes. 

“We know,” said an officer of rank, 


“what we can do today for the protec- 
tion of utilities. That is nothing. Noth- 
ing except hide them as best we can. 


‘That is nothing, too. The only thing 


any nation or city can do in the event 
of war is to trust to luck. Luck alone 
has protected London. 

“Not one of her great power plants 
had been hit at last accounts. Her water 
supplies have not been greatly inter- 
fered with. Not one of her bridges has 
been hit, so far as we have been in- 
formed, although they are the best tar- 
gets imaginable. The Nazis have been 
bombing at such targets relentlessly, 
but accuracy is not yet possible in 
bombing. The American bomb sight, 
of which so much has been said, is 
probably no better than any other bomb 
sight, for the reason that daytime 
bombing is not practicable in face of 
the improved methods of defense, and 
in nighttime bombing the best sight is 
no better than any other sight. The 
bombs are released hit-or-miss, any- 
how. If our coastal or near inland cities 
were to be raided in time of war, we 
would be in precisely the same fix the 
British are, except that the raids would 
be fewer because of the necessity of 
sending out the bombers from ships, 
which would be under the constant 
danger of attack from our Navy. 

“Therefore we are looking more to 
the future than to the present in our 
planning. 


e 


wires, more miles of conduit and water supply tunnels and 


q “THis country has more lines of telephone and telegraph 


sewerage disposals, more miles of power and light cables and 
oil and gasoline and gas pipe lines, more oil wells, derricks, 
refineries, tank farms, oil docks, and tank steamers than all 
the rest of the world put together. We depend on our utili- 
ties as no other country does.” 
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“= is safe to say that in twenty or 
twenty-five years—the war cycle 
seems to be roughly that period—speed 
in air, on land, and through the water, 
will have been tremendously stepped 
up. The plane manufacturers speak 
vaguely of 600 or 700 miles an hour. 
Fifty miles an hour will not be an im- 
possibility for the battle cruisers, and 
mechanization of the armies will be 
carried as far as humanly possible. 
Along with the added speed will be the 
additional destructive power of bombs 
and shells which may be confidently 
anticipated. If we are to contemplate 
the possibility that the next time the 
world runs hog-wild it will have in- 
finitely more dangerous forces at its 
command, and we are unable to protect 
our utilities against them, or to hide or 
camouflage them, another alternative 
must be provided.” 

It is humanly impossible, he said, to 
protect utilities. 

“A powerhouse,” he said, “could be 
hidden in a shell of concrete, which 
could be made thick enough to protect 
it against any possible destructive 
force. But no privately owned company 
can afford to spend the money required. 
Not even a nation could spend that 
much. It simply would not be prac- 
ticable to make all the powerhouses im- 
pregnable. There is not enough money 
in the world and, in the event of war, 
there are other and more pressing needs 
for money. 

“A tank farm could be partially pro- 
tected by blocking off each tank from 
every other tank. Again the cost is pro- 
hibitive. The same statement may be 
made with reference to oil docks, re- 
fineries, pumping stations, the innum- 
erable activities engaged in providing 
this country with the luxuries we re- 
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droelectric plants would be the points 
of immediate attack in the improbabk 
event of war. A bomb placed on a big 
dam would ruin the dam, which could 
not be rebuilt under a threat of attack 
flood the lower valley, and put the tur. 
bines out of commission for the pro- 
duction of energy.” 


Bian he said, are unfortunate. 
ly not mobile. 

“We cannot load powerhouses on 
trucks or roll up wire cable or shift 
sewerage systems.” 

So what, General ? 

“Tf we are to go at the job of de. 
fending our utilities against destruc- 
tion in the event of war—I am now 
entering the domain of pure theory— 
the only thing we can do is to arrange 
an intricate system of shifts and cut- 
offs. If the pipes and conduits and 
cables in one area are blown up, services 
could be restored by rerouting, plus the 
possible use of mobile power and pump- 
ing plants.” 

That idea, he said, has a close rela- 
tion to paresis. 

“It would cost too much in time of 
peace, even if the government could 
stand the cost—which our government 
would not be able to stand after we 
have gotten through with our present 
program. Private investors certainly 
would not put a penny in such a pro- 
gram, for they would be concerned 
with getting back some of the money 
the preceding war had cost them.” 

To get down to hard-pan, then, if 
there is any way to defend the utilities 
in wartime, it continues to be a “mili- 
tary secret.” 

This is not a report of hopelessness, 
however. 
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Hysteria over Sabotage 


re FBI constantly warns Americans against hysteria in this 
matter of Reds and Communists and saboteurs generally. 
The evidence is that the fires and accidents encountered in industrial 
plants have been principally due to the carelessness of newly em- 
ployed workmen and the rush of hurried preparation. There have 
been saboteurs, no doubt, and will be others, but the FBI advises 
Americans to be sure before they leap on a suspect.” 





Granted that utilities can neither be 
hidden nor defended, it is still the case 
that no matter what might happen— 
in the extremely improbable event that 
this country should be attacked—they 
can continue to function. No better evi- 
dence of this fact can be offered, per- 
haps, than the record of the Bell Tele- 
phone Company during and immediate- 
ly after the New England hurricane of 
1938. Eight states were affected. 
Floods preceded the hurricane, a tidal 
wave followed it, and fires mopped up 
after it. Yet it is within common recol- 
lection that telephone service was re- 
stored in an incredibly brief time. This 
was primarily due to the fact that the 
Bell Company was able to call in trained 
manpower from all over the United 
States. As men were sent from Ohio, 
others from farther west and south re- 
placed them, and they all knew their 
business. Everything was exchange- 
able, from men to rivets. A Texan 
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landed in Providence would be dealing 
with a mechanical equipment with 
which he was perfectly familiar. 


N° war could do one-twentieth of 
the damage that water and wind 
and fire did to New England’s tele- 
phone systems. Perhaps not one-hun- 
dredth of the injury. 

The various bodies studying the 
problem of the protection of the utili- 
ties in the—still improbable—event of 
war have paid especial attention to the 
Bell Company’s records, not only in the 
New England hurricane but in the 
other great natural disasters the com- 
pany has been forced to face. A sleet 
storm, for example, often does as much 
damage as might be anticipated in a 
battle, and covers a much greater area. 
The War and Navy departments con- 
trol these studies, naturally, and are 
being aided in greater or less degree by 
the FBI, the FPC, the FCC, the Mari- 
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time Commission, the National De- 
fense Advisory Commission, and se- 
lect committees from the National 
Petroleum Institute, the various com- 
munications companies, such as the 
AT&T, the IT&T, the RCA, the 
WUT, and others of more limited 
scope, and the labor organizations. 

The Army Engineers have drawn up 
suggestions to the utilities for guid- 
ance in the event of war, but these are 
necessarily only suggestions. They will 
not be made mandatory until and un- 
less conditions seem to make it impera- 
tive, and at the most they can only be 
considered at present an exploration of 
the situation. The Army, for instance, 
favored deep underground electric 
service, but so far as has been learned 
from London this may not prove the 
most desirable. Deep conduits are a 
greater protection against bombs, but 
more of a nuisance when a bomb does 
blow them up. Shallow conduits may 
prove to be more satisfactory. Above 
ground wires have resisted damage un- 
expectedly well, and the automatic cut- 
offs have prevented injury from live 
wires in the event of a break. 

But that question has definitely not 
been settled, and will not be until more 
information has been had from the 
bombed cities of England. 


Re years certain political elements 
have been clamoring for the Big 
Grid. In effect this would be a linking 
of great power stations, in order that 
interruptions to service shall be as 
quickly repaired as possible. The pro- 
ponents of the Big Grid urge, of 
course, that the government-built hy- 
droelectric works shall be the anchors 
of such a system. The British, however, 
seem to favor smaller and more numer- 
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ous power stations rather than fewer 
and larger, in order that the injuries 
inevitable in a bombing war shall be a 
slight and easily repaired as possible, 
If London’s one great station near 
Westminster should be knocked out, a 
fifth of the city would go dark, whereas 
if one small powerhouse were to be de. 
stroyed, its load could be picked up al- 
most immediately by its neighbors, It 
might be a bright idea to send a group 
of mixed military and civilian engi- 
neers to London to study this question 
on the spot. The decision reached by 
such a group would probably be more 
workable than any plan to be formr- 
lated by either the military or civilian 
half. The one conclusion on which all 
British engineers seem agreed is that 
utilities should have an abundance of 
spare parts and trained men at hand 
ready for any emergency. The Bell 
Company has been following that rule 
for years. At a recent meeting of the 
New England Waterworks Association 
such a plan was strongly urged by 
Colonel W. F. Rockwell, president of 
the Water and Sewage Works Manu- 
facturers Association. He said in part: 


Develop reserve and independent units 
which can be operated if the main system 
breaks down from any cause. Protective 
lighting equipment for emergency use at key 
points now is on the market. Install reserve 
pumping units for water and similar emer- 
gency equipment for other public services. 


Base war in Europe seems to have 
established the importance of the 
much abused holding company beyond 
any question. Holding companies seen 
through Norrissian spectacles are di- 
rect descendants of the old-time river 
barons who robbed every traveler. The 
fact seems to be that the smaller elec- 
tric light companies suffered more than 
did the component elements of the 


200 





UTILITIES AND THE WAR 


holding companies. They lacked men 
and material for prompt repairs and the 
protective interconnection which is pos- 
sible to companies incorporated in one 
great company. This fact was striking- 
ly brought out by the recent statement 
of Dannie Heineman, president of 
“Sofina,” the great utility company 
which 

“Has, or had, its head office in Brus- 
sels, Belgium. It is a holding and serv- 
ice company with interests in a num- 
ber of European countries, in Argen- 
tine and Mexico, in Northern Africa, 
and to a small extent in the United 
States. The annual output of the asso- 
ciated companies in 1939 totaled over 
7,500,000,000 kilowatt hours, and the 
figure of their installed power, water, 
and steam, is somewhere between three 
and four million kilowatt hours.” 

So far as he is informed, no Euro- 
pean utility had taken any precaution 
against the danger of invasion or 
bombardments. Nor did the local au- 
thorities show any greater prescience, 
except that after hostilities began some 
hydraulic power stations were ordered 
to empty their reservoirs for fear the 
lower reaches might be flooded if the 
dams were destroyed. No local com- 
pany seems to have laid in spare parts 
or equipment, or to have increased its 
fuel inventory. The works in the Paris 
area relied on England to provide coal, 
and for a part of their power on the 
Truyere station in Central France, a 


hydraulic which in winter is intercon- 
nected with Swiss and Pyrenean lines, 
which at that season would be deprived 
of power through the freezing of the 
mountain rivers. 


— British government, he said, 
had been “rationalizing electricity 
under the Grid system during the past 
few years. Some minor power stations 
still survive in the London area. They 
are uneconomic and destined to disap- 
pear in due course, but as it happens 
they constitute today, under abnormal 
conditions, a valuable standby should 
the large modern works be put out of 
commission.” 

His observation is that destruction 
of utility properties by bombing has 
been less serious than expected, and 
this conclusion is based not only on re- 
cent European events but on the two 
and one-half years’ civil war in Spain. 
It can hardly be that this comparative 
immunity is due alone to luck. It must 
be that electric installations are by rea- 
son of material and construction less 
damageable than, for example, hotels 
and warehouses. Bomb damage to 
solidly constructed, steel frame build- 
ings is apt to be extraordinarily light, 
although streets are torn up and small 
houses destroyed by bombs of the same 
caliber. An authority states, for in- 
stance, that the great skyscrapers of 
New York city would probably with- 
stand the most intensive bombing, al- 


& 


from now it will be twice as good as it is today. But the 


q “WE have the finest Navy in the world today and five years 


Navy has two coast lines to defend, and the Panama canal; 


and if we were to get into a war it would be utterly imposst- 
ble to escape more or less hit-or-run raiding.” 
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though artillery fire might tell another 
story. 

“A large holding company, such as 
we conceive of it in Europe,” he said, 
“carries on staff work for its associated 
companies, a task the fulfillment of 
which implies for those in charge more 
careful forethought when war is 
threatening and watchful guidance 
when war is on.” 


HEN Brussels was awakened by 

the sound of the first “protective” 
bombs, a selected staff of “Sofina” 
started at once for Ypres in Flanders, 
where offices had been prepared in ad- 
vance. The military forbade use of the 
telephone, and after a time “Sofina’” 
shifted to Lisbon, where other offices 
were in waiting. Intermediate stops 
were made in Biarritz and Madrid. 
“All the officers and employees of our 
company that had left Brussels, num- 
bering close to 200 with their families, 
successfully negotiated the passport 
barriers which have retained so many 
people in France against their will.” 
Portugal is the only country in Europe 
now from which “Sofina” can keep in 
touch with its many companies. With- 
out the parent company the affiliates 
would have been helpless in many cases. 
The holding company built up reserv- 
ices of fuel in the Argentine long be- 
fore the war, and was able to translate 
the sheep in which its Turkish affiliates 
were sometimes paid by their subscrib- 
ers into money for expenses and divi- 
dends. From the hardest experience 
Mr. Heineman arrived at this conclu- 
sion: 

“International investments of capital 
and the technical experience which is 
usually applied to the management of 
these investments, are equally benefi- 
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cial to the country that invites or a. 
cepts foreign enterprises and to the 
country which enjoys this form of hos. 
pitality.” 


NE of Mr. Heineman’s comment; 
is of especial interest to Ameri- 
cans: 

“Anarchical sabotage did more harm 
to Sofina’s properties than the war it 
self.” 

The FBI constantly warns Ameri- 
cans against hysteria in this matter of 
Reds and Communists and saboteurs 
generally. The evidence is that the fires 
and accidents encountered in industrial 
plants have been principally due to the 
carelessness of newly employed work- 
men and the rush of hurried prepara- 
tion. There have been saboteurs, no 
doubt, and will be others, but the FBI 
advises Americans to be sure before 
they leap on a suspect. Obvious precau- 
tions should be taken, of course. Most 
of the communications’ centers, for in- 
stance, are protected against crackpots 
who might do as much harm as the 
foreign criminals who inspire their 
lunacies. Some utilities are considering 
strengthening powerhouse roofs with 
steel columns, in order that—still in the 
unlikely event of war—a heavy layer 
of concrete or sandbags can be used for 
protection. 

Windows will — if and when —be 
sandbagged for protection against shell 
splinters. Not much attention will be 
paid to camouflage, for any enemy flyer 
who raided us would be provided with 
aerial maps in which locations would 
be shown with reference to rivers, 
railroads, and highways. If and when 
we were to be thrust into war, sub- 
terranean refuges for vital operations 
would be provided, as well as for oil 
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and gasoline storage. Pipe lines are re- 
garded as unprotectable. If a line is 
broken the flow of oil can be shut off in- 
stantly and the break repaired in almost 
no time. In surveying the formless 
plans for the protection of utilities in 
time of war one is forced to agree with 
the military officer previously quoted. 


F course, we hear of interesting 
O ideas, such as the paper recently 
prepared for the Philadelphia meeting 
of the American Institute of Electri- 
cal Engineers by C. A. Powel and H. 
G. Barnett, of the Westinghouse Elec- 
tric & Manufacturing Company. 
Messrs. Barnett and Powel described 
a system built like a spider web, de- 
signed to make industrial power plants 
invulnerable to attack from within and 
without. But this American invention, 
while protecting the nerve center of 
an industrial plant’s distribution, and, 
to some extent, its transmission, 
doesn’t do very much good for the gen- 
erating plant, where the power is actu- 
ally made—perhaps miles distant. 
Even so, it is well worth notice. 

Seems the ordinary distribution 
system spreads out like wagon-wheel 
spokes from a central hub at the end 
of the “high line.” This hub is the 
transformer for stepping down the 
current to practical requirements. 
Obviously, injury to the high line, or 
even one of the spokes, can do a lot of 
damage in such a distribution set-up. 

But the Westinghouse men pointed 
out that the spider web system inter- 
connects the spokes in such a way that 
the severing of one or more cross 
wires would have little or no effect. 
Furthermore, instead of using one 
transformer hub, a number of small 
transformers scattered over the plant 
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and fed from two or more scattered 
high lines further minimize the dan- 
ger of power failure, even by the 
luckiest bomb hit. And it would take 
a determined, well-organized gang of 
saboteurs to put such a system out of 
commission. They’re cheaper, too. 

Incidentally, this American inven- 
tion, which is now being installed in 
the Portsmouth Navy Yard, has al- 
ready attracted the alert attention of 
the Nazi technicians. On a business 
trip to Germany in 1938, Mr. Powel 
noticed evidence of copying. 

Then there is the floating power 
plant, which was so well publicized a 
few months ago. The idea would be 
to rig up generating systems on ships 
small enough to pass through the New 
York Barge Canal into the Great 
Lakes and stout enough to navigate 
our coastal waters. They would func- 
tion as stand-by power reserves for 
any city near enough to the water’s 
edge to use them. The trouble is, the 
majority of our cities are not on the 
water’s edge, and our shipyards are 
already so busy building real battle- 
ships that such units could hardly be 
expected to be finished before the pres- 
ent international crisis will have been 
resolved one way or the other. 

No, after considering all these in- 
teresting ideas and suggestions, on the 
whole we are constrained to revert to 
the rather melancholy finding that 
there is no absolute bombproof, fool- 
proof protection for utility facilities. 

But the Bell Company showed the 
way when it standardized its matériel 
and trained its men. American speed 
and discipline would patch the breaks, 
just as the repair crews in London are 
tying the ends together while the bomb 
crater still smokes. 

FEB. 13, 1941 





grat 


A discussion of the factors behind the present ad- 
verse attitude toward the natural gas industry and a 
prediction of a basic change thereon 


By W. D. GAY 


VERY large family has its “ugly 
duckling,” whose merits are ap- 
preciated only after a long and 

oppressed existence. The utility family 
is no exception; natural gas is its 
abused duckling. 

With the exception of holding com- 
pany issues, securities of other divi- 
sions of the utility industry have long 
enjoyed good reputations. Electric, 
telephone, and water issues have always 
been highly regarded by investors, and 
their bonds enjoy the highest-grade 
ratings. 

Even manufactured gas securities 
are well thought of by loyal New Eng- 
landers. But comparatively few in- 
vestors appear to have a good opinion 
of natural gas securities. 

From the standpoint of pure statis- 
tics, the natural gas industry has been 
by far the most profitable of the utility 
industry over the past decade. As the 
following comparison between 1939 
and 1931 results would indicate, the 
natural gas industry has fared substan- 
tially better than the highly regarded 
electric industry : 
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Per Cent Change 
1939 v. 1931 


Electric Gas 
+10.5% +23.0% 
+28.0 


++ 13.6 
; +412 


Its revenue growth during the period 
has surpassed that of the electric in- 
dustry, and more important, it has 
carried a much larger part of the gain 
in gross down to net income. 
Notwithstanding the above fine rec- 
ord, natural gas stocks sell at compara- 
tively low ratios to earnings. Further- 
more, the industry has been able to sell 
relatively few preferred stocks, and its 
bonds are accorded investment ratings 
only with tremendous sinking funds 
and rigid indenture restrictions. One 
of the better known rating services, for 
example, recently gave a new natural 
gas pipe-line bond no better than an A 
quality rating, despite the fact that the 
latter covered its bond interest around 
10 times. Even the state regulatory 
bodies seem to take a tolerant attitude 
toward natural gas companies, because 
of their questionable credit position. 
The writer has long been intrigued 


Gross Revenues 
Operating Income 
Net Income 
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by the paradox of excellent earnings 
and bad reputation, and accordingly 
conducted a survey of the reasons 
therefor during the past few months. 
The procedure was to ask as many in- 
vestors as possible their opinion of the 
natural gas industry and the reasons 
behind such an opinion. The general 
consensus clearly was that the industry 
was risky, since it was an extractive 
business, and since there was consider- 
able uncertainty over the life of its re- 
serves. Other less frequent reasons ad- 
vanced for an unfavorable opinion were 
the numerous receiverships in the in- 
dustry during the depression, the bur- 
densome manufactured gas heritages, 
excessive capitalizations, etc. 


F goes without saying that the ex- 
tractive nature of an industry need 
not damn it, if gas reserves are ade- 
quate. The oil industry, for example, 
enjoys a good reputation; in fact, its 
bonds are accorded the highest invest- 
ment rating. Yet the oil industry is not 
only extractive but very competitive as 
well, 

As regards natural gas reserves, 
there are, of course, no accurate figures 
thereon, since new supplies are being 
constantly developed. The most au- 
thoritative study on the subject is be- 
lieved to be the 1939 report of the 
Energy Resources Committee to the 
National Resources Committee. This 
report, using estimates of R. E. Davis 
and other gas experts, arrived at the 
conclusion that the natural gas reserves 
in this country probably amounted to 
100 trillion cubic feet. On the basis of 
present consumption of around 2.4 
trillion cubic feet annually, this would 
indicate a life of more than forty years 
for the gas reserves. 
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The important thing to bear in mind 
in connection with the above estimate is 
that it represents a minimum, for no 
one has undertaken to estimate maxi- 
mum gas reserves in the United States. 
Gas engineers have advised the writer, 
nevertheless, that reserves in some of 
the fields on which they specialize prob- 
ably are three times as large as the esti- 
mates contained in the Energy Re- 
sources Committee report thereon. It is 
quite likely, therefore, that maximum 
estimates of natural gas would be sub- 
stantially above 100 trillion cubic feet, 
and may be closer to 200 trillion, or an 
80-year supply on the basis of present 
annual consumption. In short, there is 
no reason whatsoever for concern rela- 
tive to the adequacy of natural gas 
supplies in this country. 


ls is pertinent to note, however, that 
most of the gas reserves are con- 
centrated in the Southwest and in Cali- 
fornia. Gas experts estimate that about 
one-quarter of the total natural gas re- 
serves are in the Texas Panhandle field 
and the adjacent Oklahoma fields, with 
most of the remainder in the Hugoton 
field of Kansas, the California fields, 
and the Gulf coast fields. A breakdown 
on a percentage basis of the gas re- 
serves in the country by individual 
fields would be roughly as follows: 


% of Total 

Texas Panhandle, Inland Texas, 
and Oklahoma 

Hugoton 
California 
Gulf Coast & North Louisiana .... 
Appalachian 
Others 


While fairly large reserves exist in 
the Appalachian field in the East, pro- 
duction costs in the latter are relatively 
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high, for the reason that the field is 
rather shallow and numerous dry wells 
are encountered. With favorable de- 
mand conditions, natural gas probably 
can be brought from the Panhandle 
field in Texas or the Hugoton field of 
Kansas to serve the eastern markets 
about as cheaply as they can be served 
by Appalachian gas. It is to the West, 
therefore, that markets must turn for 
their gas supplies. 

Quite significant is the fact that not 
only are our natural gas reserves in 
the West adequate for a long period of 
time, but also there is a constant pres- 
sure to bring these supplies to the mar- 
ket. In their unwarranted concern over 
the adequacy of gas reserves, most ob- 
servers have failed to realize that there 
is actually a serious problem of surplus 
natural gas. 


bene above situation results in part 
from the fact that almost one-half 
of the natural gas sold represents a by- 
product of oil production. State con- 
servation laws prevent the waste of this 
by-product gas, so that the oil compa- 
nies must find a market therefor or face 
the possibility of being forced to re- 
strict their oil production. Many oil 
companies have resorted to repressur- 
ing practices, which involve pumping 
the by-product natural gas back into 
the pool from which it was obtained. 
But this procedure has only partially 


solved the problem of disposing of by. 
product natural gas. 

In the straight natural gas fields 
where no oil is produced, efforts are 
made to prorate natural gas produc- 
tion. But there still is an active desire 
on the part of producers to get as much 
gas as possible out of the pools before 
the latter are drained by adjacent wells, 
In the Panhandle and Hugoton fields, 
one well can drain gas from more than 
2,000 acres, since there is free migra- 
tion of gas. 

This all spells overproduction and a 
resulting buyer’s market for natural 
gas. According to current indications, 
furthermore, this situation is likely to 
become aggravated in the future by the 
increasing use of the polymerization 
processes to recover high-octane gaso- 
line and organic chemicals from natural 
gas. For only about one-fifth of the nat- 
ural gas by volume is converted in these 
processes, thereby leaving almost 80 
per cent of the gas (mostly methane 
gas) as a by-product. The latter can be 
used only as a fuel for pipe-line dis- 
tribution. 


_ big users of the polymerization 
processes are located principally in 
the Mid-Continent, California, and 
Gulf coast areas, and are expected to 
push volumes of by-product gas on the 
market in future years. Hence, it will 
be necessary to find new outlets. 


e 


efforts are made to prorate natural gas production. But 


q “IN the straight natural gas fields where no otl is produced, 


there still 1s an active desire on the part of producers to get 
as much gas as possible out of the pools before the latter are 
drained by adjacent wells. In the Panhandle and Hugoton 
fields, one well can drain gas from more than 2,000 acres, 
since there is free migration of gas.” 


FEB. 13, 1941 


206 





NATURAL GAS, THE UGLY DUCKLING 


Because of the pressure of surplus 
gas, it is reasonable to expect natural 
gas eventually to be distributed in every 
section of the country where such dis- 
tribution is economically feasible. Inci- 
dentally, the fact that natural gas is not 
distributed in New England, most of 
the Middle Atlantic states, and parts of 
the Middle West and South does not 
mean that these areas cannot be eco- 
nomically served. For long-distance 
transportation of natural gas began 
only in 1926, when seamless steel pipe 
was made available for the purpose and 
the large gas reserves in the Southwest 
were first developed. As a result, the in- 
dustry is still in the developmental 
stage. 

While the public generally, and the 
investing public in particular, appears 
to have a wrong slant of the natural gas 
picture, this presumably is not true of 
the Federal Power Commission, which 
was given authority in 1938 to regu- 
late interstate wholesalers distributing 
natural gas for resale. For this com- 
mission has apparently taken the atti- 
tude that since gas reserves are ade- 
quate, the natural gas industry is no 
more speculative than other divisions 
of the utility industry. 

The FPC has participated in all im- 
portant rate cases involving natural gas 
wholesalers subsequent to the passage 
of the Natural Gas Act in 1938, and 
last July handed down a widely pub- 
licized opinion in the rate case involv- 
ing Natural Gas Pipeline Company of 
America. This case, on which the testi- 
mony amounted to over 10,000 pages, 
involved rate action brought by the IIli- 
nois Commerce Commission against 
Natural Gas Pipeline Company of 
America and its affiliate, Texoma Nat- 
ural Gas Company. 
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UITE surprising (in fact almost 
amazing) was the opinion of the 
Illinois Commerce Commission as to 
what constituted a fair rate of return 
in this case. Mr. Kleinman, expert ac- 
countant and chief witness for the state 
commission, testified : “From the point 
of view of being absolutely sure that I 
was giving a liberal return, one that I 
could substantiate from any point of 
view, I finally decided on 6 per cent.” 
In other words, in the opinion of Mr. 
Kleinman, Natural Gas Pipeline Com- 
pany of America should be allowed the 
same rate of return as that recently 
allowed the eminently strong Safe 
Harbor Water Power Company by the 
FPC. 

This witness went on to say that the 
business of Natural Gas Pipeline Com- 
pany was less risky than that of Com- 
monwealth Edison Company, which is 
generally recognized as one of the 
strongest electric operating utilities in 
the country. There is no doubt that this 
comparison with Commonwealth Edi- 
son Company (whose initial property 
was built in 1887) is slightly exagger- 
ated. Nevertheless, it does not neces- 
sarily follow that the business of Com- 
monwealth Edison Company is sub- 
stantially less risky than that of Nat- 
ural Gas Pipeline Company of Ameri- 
ca; as a matter of fact, the credit rating 
of the latter (which after all is the real 
test of risk) is probably fairly close to 
that of the electric company. 

While the 63 per cent rate of return 
finally allowed Natural Gas Pipeline 
Company of America by the FPC com- 
pared rather closely with the 6 per cent 
return requested by the Illinois Com- 
merce Commission, it cannot be as- 
sumed that the former represents what 
the FPC believes to be a fair rate of 
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Opposition of Railroads to Natural Gas 


6% O PPOSITION of railroads to natural gas is easily understood, 

as coal provides about one-third of total railroad traffic and 

about 17 per cent of gross revenues. The hard-pressed railroads have 

already lost a tremendous amount of business to the oil pipe lines, 

and are fully aware of the serious threat posed by the growth of 
natural gas pipe lines.” 





return for a natural gas company. In 
cases where the risk is greater than in 
the Natural Gas Pipeline Company of 
America situation, the commission 
doubtless will allow a higher rate of re- 
turn, although the writer understands 
that the FPC has as yet formulated no 
definite policy as to what constitutes a 
fair return, since there seems to be a 
difference of opinion among the mem- 
bers of the commission on the subject. 
Commissioner Scott, for example, is 
credited with the opinion that a natural 
gas company should be allowed to earn 
no more than 6 per cent on its rate base, 
with a 5 per cent to 54 per cent return 
more in line. Other commissioners are 
reported to be more generously minded. 


. ipieleaioeequrersin the possibility 
that the opinion in the Natural 
Gas Pipeline Company Case establishes 
a ceiling for profits of pipe-line com- 
panies, there has been no diminution in 
the desire to carry natural gas to new 
markets. Three companies, for instance, 
desire to bring natural gas into the 
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Milwaukee region, which is now served 
with artificial gas. One of these com- 
panies, Natural Gas Pipeline Company 
of America, proposed to run an exten- 
sion from its Chicago pipe line to Mil- 
waukee. Another company, Independ- 
ent Natural Gas Company (a sub- 
sidiary of Phillips Petroleum Com- 
pany) would build an 877-mile line 
from the Panhandle field to serve the 
city. The third company, Western Nat- 
ural Gas Company (which is headed 
by Paul Kayser, president of El Paso 
Natural Gas Company), would build a 
770-mile line from the Hugoton field 
to serve Milwaukee. 

The decision as to which of these 
three companies will serve the highly 
desirable Milwaukee market with nat- 
ural gas rests with the Federal Power 
Commission. Natural Gas Pipeline 
Company of America originally 
claimed that the FPC had no jurisdic- 
tion in the matter, since Milwaukee 
would be a new market not currently 
served by any pipe line. But the com- 
pany subsequently has apparently 


208 





NATURAL GAS, THE UGLY DUCKLING 


changed its attitude and now seems 
willing to abide by the decision of the 
Federal Power Commission. 

Another long-distance pipe line pro- 
posed is the 1,040-mile line planned by 
Kansas Pipe Line & Gas Company 
from the Hugoton field to the Mesabi 
iron range in Minnesota. Whereas it 
is virtually certain that natural gas will 
be brought into Milwaukee, there is 
considerable doubt that the line of Kan- 
sas Pipe Line & Gas Company will be 
constructed. To begin with, the com- 
pany has encountered considerable diffi- 
culty in raising the funds to finance 
this long line. Furthermore, it is ques- 
tionable whether the whole project is 
economically feasible. 


HE proposition is to use natural 

gas to concentrate low-grade 
Mesabi iron ores so that they could be 
shipped cheaply down the Great Lakes 
for use in steel manufacture. But the 
high-grade iron ore reserves in the re- 
gion are so large that there is really no 
need to attempt to recover the low- 
grade reserves for some time to come. 
In any event, another pipe-line com- 
pany, Northern Natural Gas Company 
(now serving Minneapolis) has 
been asked by the Federal Power Com- 
mission why it did not extend its lines 
to serve the Mesabi iron range. 

Other long pipe lines proposed which 
may not be constructed are those of 
Tennessee Gas & Transmission Com- 
pany and Reserve Gas Pipe Line Com- 
pany. The former company proposes to 
build a 400-mile line from north 
Louisiana to serve eastern Tennessee 
and North Carolina. But this company 
is encountering difficulty in making 
arrangements to finance this new mar- 
ket and obtain necessary gas reserves. 
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Reserve Gas Pipe Line Company has 
a rather optimistic plan to build a 
1,500-mile line from the Gulf coast 
field in Texas to serve New York city, 
Philadelphia, and New Jersey with 
straight natural gas. But here again, 
there is the serious problem of financ- 
ing the project, although the sponsors 
claim they have access to the necessary 
funds. 

With eminently favorable demand 
conditions, it would be possible, accord- 
ing to gas experts, to bring natural gas 
from the western fields into Pennsyl- 
vania, New Jersey, and even New Eng- 
land. 

Because of the absence of a neces- 
sary, large industrial load, New York 
city is not considered as desirable a 
market for pipe-line natural gas. Some 
experts believe, however, that natural 
gas can eventually be brought to New 
York city through the use of the new 
liquefaction process. 


HE latter process involves reduc- 
tion of natural gas to a liquid state 
at the fields, carrying it in insulated 
tank cars to the markets, and then con- 
verting it again into natural gas for 
consumption. The advantages are that 
liquefaction reduces the gas to one six- 
hundredth of its original volume, 
thereby making transportation eco- 
nomically possible. In this manner, it 
is conceivable that a large eastern 
metropolitan area, such as New York 
city, with its poor load factor, could 
be served with natural gas. But, 
unfortunately, this process is still in 
the experimental state, and it is prema- 
ture to express any authoritative opin- 
ion as to its practicability. 
Rather singular is the fact that one 
of the strongest supporters of a new 
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natural gas pipe line to the East is Sec- 
retary of Interior Ickes. The latter’s 
support, however, is not based on any 
desire to make this low-cost fuel avail- 
able to the eastern utility companies ; 
rather, he is concerned wholly with the 
important part that such a pipe line 
might play in our national defense pro- 
gram. For it would make abundant sup- 
plies of cheap natural gas available to 
the naval bases and defense industries 
in the East. 

It is manifest that development of 
new markets for natural gas is by no 
means an easy task. As fully indicated 
in the case of the proposed lines to Mil- 
waukee and Tennessee, extension of 
natural gas to new markets is strongly 
opposed by the coal interests, the rail- 
roads dependent upon coal, and the 
labor unions. Active opposition from 
the coal industry is only to be expected, 
since about every 20,000 cubic feet of 
natural gas sold replaces one ton of 
coal. 

Furthermore, since labor costs rep- 
resent over 60 per cent of the total min- 
ing costs of coal, the labor unions are 
strongly opposed to expansion of the 
natural gas industry. This opposition, 
additionally, is quite formidable, be- 
cause of the widespread political influ- 
ence of the unions as well as their ag- 
gressive lobbying tactics. 
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penne of railroads to natural 
gas is easily understood, as coal 
provides about one-third of total rail- 
road traffic and about 17 per cent of 
gross revenues. The hard-pressed rail- 
roads have already lost a tremendous 
amount of business to the oil pipe lines, 
and are fully aware of the serious 
threat posed by the growth of natural 
gas pipe lines. 

Fortunately for the latter, the Fed- 
eral Power Commission has denied rep- 
resentatives of the coal, labor, and rail- 
road interests the right to intervene in 
proceedings involving a proposed gas 
pipe line. For the Natural Gas Act does 
not recognize the right of intervention 
of outside interests in hearings thereon. 
This situation has manifestly restricted 
the opposition of these interests to the 
growth of natural gas. 

A stimulus to the growth of the lat- 
ter, on the other hand, has been the un- 
favorable public relations of the coal 
and railroad industries. The recurrent 
coal strikes have been quite instrumen- 
tal in creating a desire for natural gas. 
Quite significant is the fact that nat- 
ural gas is now distributed in all the 
important coal states where opposition 
to its use would appear to be the 
strongest. 

Nevertheless, the ability of natural 
gas to expand its market despite the 


particular, appears to have a wrong slant of the natural gas 


q “WHILE the public generally, and the investing public in 


picture, this presumably is not true of the Federal Power 


Commission, which was given authority in 1938 to regulate 

interstate wholesalers distributing natural gas for resale. 

For this commission has apparently taken the attitude that 

since gas reserves are adequate, the natural gas industry ts 

no more speculative than other divisions of the utility in- 

dustry.” 
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opposition from the coal and railroad 
interests, the labor unions, and, in some 
cases, the manufactured gas companies 
isa real tribute to the numerous advan- 
tages it has over competitive fuels. 
From the cost standpoint, natural gas 
is a much cheaper fuel than manufac- 
tured gas and electricity. On the other 
hand, it is only moderately more ex- 
pensive than coal and fuel oil. The 
lower cost of coal, however, is far out- 
weighed by the greater convenience in 
the use of natural gas. Fuel oil, addi- 
tionally, is not available in all sections 
of the country and is not as suitable for 
general residential use as is natural gas. 


jor men are manifestly most 
interested in the advantages that 
natural gas holds over manufactured 
gas. It is estimated in this connection 
that, on the basis of the same heat 
value (1.e., BTU content), artificial gas 
in general is about four times as costly 
as natural gas. The substantially lower 
cost advantage of the latter is extreme- 
ly important, since it permits the de- 
velopment of the large industrial and 
house-heating loads, not possible with 
manufactured gas. In other words, the 
primary cause of the retrogressive 
trend of the manufactured gas indus- 
try—i.e., the inability to develop new 
outlets—is thereby overcome. 

As a result of a changeover to nat- 
ural gas, the character of a gas com- 
pany’s business changes completely 
from a predominantly residential cook- 
ing load to a well diversified business 
with a much better load factor. Because 
of the house-heating load developed, 
average residential consumption more 
than doubles. The lower cost of nat- 
ural gas, furthermore, encourages the 
installation of gas refrigerators. 
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Current evidence suggests, further- 


more, that a large air-conditioning load 


together with the refrigeration load 
would be an excellent offset in summer 
months to the seasonally low house- 
heating business of gas companies. An- 
other offset to the seasonal decline 
could be obtained through the develop- 
ment of substantial sales of natural gas 
in the summer time for generating 
electricity, as proposed in Wisconsin. 


| gional indications are that as the 
numerous advantages of natural 
gas are publicized, the market therefor 
should spread much further. Manufac- 
tured gas companies should lose their 
reluctance to change over to natural gas 
as the load-building opportunities of 
the latter become more apparent. Pres- 
ent large revenues from coke oven by- 
products, which are tending to discour- 
age some companies from changing 
over, are manifestly temporary, since 
the price of coke will doubtless decline 
precipitately when the war is ended. 
Furthermore, most coke ovens are 
rather ancient and will need replacing, 
which will require substantial capital 
expenditures. 

The main point to bear in mind is 
that there is ample natural gas in the 
West to satisfy requirements of any 
market in the country. The writer has 
roughly calculated, for example, that if 
all present customers of manufactured 
gas companies change over to natural 
gas (a very liberal assumption), pres- 
ent reserves of the latter on the basis of 
minimum estimates would still have a 
life of about thirty years. (This cal- 
culation, naturally, does not allow for 
potential consumption of natural gas 
by industrial companies now using coal, 
oil, or other fuels.) 
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In brief, natural gas should eventual- will doubtless accept natural gas se- 
ly assume the role of being virtually as curities as high-grade investments, 
necessary to the public at large as elec- Such acceptance is, of course, neces- 
tricity. When the public comes to de- sary if securities are to be sold to fi- 
pend upon it and learns there is a tre- nance further expansion of the natural 
mendous supply of it, then the public gas market. 





Unity of Effort 


cé AN ill-considered policy of industrial relations by a single 

company or one unjustified strike in an important 
manufacturing plant now engaged in carrying forward the na- 
tional program can concewably throw our whole economy out 
of equilibrium and have far-reaching and serious repercussions. 
In these days there is general recognition of the right of labor 
to enjoy collective bargaining, to receive fair compensation, and 
to continue to possess such other advantages as are commonly 
recognized as fairly belonging to labor, but the right to strike, 
and thus restrict production of essential defense materials, 
should not be exercised until after every reasonable effort to 
reach an amicable adjustment of the issue without cessation of 
production has been exhausted. 


“The nation looks to business and to labor to do everything 
within their power to avoid in the public interest stoppages in 
the production of munitions of war—stoppages which cannot 
be fully justified by the facts of the particular case. Business 
and labor must work together sincerely and wholeheartedly 
more than ever during this emergency, and in a spirit of fair- 
ness and mutual respect, if we are to bring to successful fruition 
the broad program of defense upon which the United States 
has embarked.” 

—Irvinc S. OLps, 
Chairman of the Board, United States Steel Corporation. 
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Changing Labor Policy 
And the Public Utilities 


Effect of the NLRB ruling as to the right of employers to dis- 

charge Communists in the defense industries incbuding the 

utilities. Evidence of a more alert government policy enabling 

the utilities to proceed more resolutely in taking precautions 

necessary for their protection from sabotage by strikes or 
other acts. 


By ANDREW BARNES 


munist from your organiza- 
tion.” 

This, according to Chairman How- 
ard W. Smith of the House committee 
which investigated the National Labor 
Relations Board, is the essence of 
NLRB rulings and policies for the 
past several years. In the House, 
sentiment is already crystallizing to 
repeal by statute this policy set up by 
administrative dicta, and the 77th 
Congress will have much to say and 
do regarding radicalism in labor 
unions. 

This NLRB policy so irritated Dr. 
William M. Leiserson, until recently 
the minority of the board, that he dis- 
sented often and vigorously, but 
never more forcibly than in a case in- 
volving The New York Times. In this 
case, former Chairman J. Warren 
Madden and Edwin S. Smith, the 


'¢4 ' ou shall not discharge a Com- 
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majority, compelled the Times to re- 
émploy a woman, Grace Porter, who 
had been fired because she was sus- 
pected of Communism. Dr. Leiserson, 
in his dissent, brought the issue into 
the open, and raised the challenge by 
his argument that nothing in the 
Wagner Act could be construed as 
preventing an employer from firing a 
Communist. 

The testimony of Philip G. Phillips, 
a regional NLRB director, according 
to Chairman Smith, established that 
the board’s policy has been that Com- 
munists are as much entitled to the 
benefits of the Wagner Act, as though 
they were not pledged to the destruc- 
tion of democratic government and 
private ownership which provides their 
jobs. 

This policy had stirred vehement 
protests among members of Congress, 
but it remained for the Communists 
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to bring the issue to a showdown. 


HE Vultee Aircraft Corporation 

in California is virtually the 
Army’s only source of supply for 
trainer planes, and without these air- 
craft the development of a highly 
trained pilot force is impossible. And 
nothing could be more useless than 
25,000 military airplanes—the national 
defense program’s goal—without pi- 
lots to fly them when and if war comes. 
The Vultee plant has recently experi- 
enced a CIO strike. Before the strike 
was ended, the Federal Bureau of In- 
vestigation had intervened, and the re- 
port it rendered to the War and Navy 
departments and the National Defense 
Commission was anything but reassur- 
ing. 
“This confidential report,” said At- 
torney General Robert H. Jackson at 
the time, “describes the Communist in- 
fluence which caused and which is pro- 
longing the strike. It identifies those 
leaders of the strike who are either 
members of the Communist party or 
affiliated with the Communists, and 
the persons who are contacts between 
the strike committee and the leaders of 
the Communist party.” 


HE Vultee strike was the Com- 

munists’ “guinea pig” test of 
whether the production of vital na- 
tional defense weapons could be sabo- 
taged without resort to the illegal 
methods of bombs, wrecked machinery, 
jammed gears, and the old IWW 
technique of disrupted transportation. 
The reaction was pronounced. 

It is becoming increasingly apparent 
that the American public and the gov- 
ernment will tolerate no sabotage of 
those industries devoted directly to the 
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production of munitions and weapons. 
Members of Congress already are call- 
ing for legislation to declare national 
defense strikes to be “treason,” to 
compel arbitration of any disputes that 
may stop the assembly lines of aircraft, 
tank, cannon, powder, and a thousand 
other defense factories. 

What, then, can normally be ex- 
pected of Communist and Nazi tech- 
nique? That they are determined upon 
crippling America’s preparations for 
her own defense, and the extension of 
aid to Great Britain, there can be no 
doubt. Their public statements, their 
pamphlets, and their confidential se- 
crets unearthed by the FBI and the 
Dies committee all contain ample evi- 
dence of their intentions. But if the 
American public will not tolerate sabo- 
tage, and rises up against the pseudo- 
legal ruse of wage-and-hour strikes in 
defense industries, are these subversive 
elements thereby rendered helpless? 

It would be encouraging to know 
that they were, but they are not. Ina 
previous article in the Pusiic UTILI- 
TIES FORTNIGHTLY, “Private Power 
and Defense,”? it was pointed out that 
defense industries are no less vital to 
military preparations than the power 
plants, gas lines, communications sys- 
tems, and private utilities of all types. 


.’ is only natural then that these sub- 

versive groups will strike indirectly, 
though no less effectively, at national 
defense through sabotage or strikes in- 
volving plants that furnish power for 
national defense preparations. A bomb 
or a strike within a national defense 
plant is not their only means of dis- 
rupting an industry and paralyzing our 
preparations. 


1 Vol. XXVI, p. 711, November 21, 1940. 
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The fall of Belgium and France is 
too recent to need recounting. But, be- 
cause there are lessons here for us, let 
us consider what happened. When their 
fifth columnists went into action, they 
did not strike at the armies. Far from 
it. That would have been poor tech- 
nique, would have required open fight- 
ing instead of secret operations, and 
might therefore have failed utterly. 

Instead of striking directly, a more 
poisonous technique was used. Spies 
sabotaged power plants. Communica- 
tions were disrupted, and a flow of 
false and hopelessly conflicting mes- 
sages was poured out by traitorous 
employees. Water supplies and fuel 
were cut off to intensify the sufferings 
of refugee populations. Vitally impor- 
tant telegrams were lost, withheld, or 
treasonably rewritten. Telephone serv- 
ices were interrupted. Hundreds of 
illicit radio stations poured out mil- 
lions of words of advice to the on- 
coming enemy. The national paralysis 
was complete and ruinous. 

When the United States’ fifth col- 
umn finds itself rooted from the in- 
dustrial plants, banned from defense 
industries, and hunted down by the 
Dies committee, military intelligence, 
and the FBI alike—and it is now ex- 
periencing this—it will turn to insinu- 
ate itself into other vitals, and those 


e 


vitals will be the public utilities, the 
power plants, communications, and 
other utilities which are the nation’s 
nervous system. 


HAT is why the government is 

getting the fingerprints of all tele- 
graph and teletype operators; why it 
is making a close check on the private 
lives, even, of its own defense em- 
ployees; why it is fingerprinting and 
photographing employees of arsenals, 
navy yards, aircraft factories, powder 
plants ; why it is sending Federal agents 
into industrial plants to ferret out 
fifth columnists ; why it is urging utili- 
ties to take all precautions and to be 
certain of the loyalty of key employees. 
That is why the government is urging 
utilities to report immediately any sus- 
pected saboteurs, to increase their 
guards, exercise constant vigilance in 
self-defense. _ 

But, let us suppose a utilities com- 
pany finds that it has one or a dozen 
employees who are unsympathetic to 
American rearmament, who would 
cripple the democratic system at its 
most critical time, who are Communists 
or members of a German-American 
bund. There is The New York Times 
ruling. There are the other rulings of 
the NLRB, such as the Standard Lime 
and Stone Company and Fansteel cases 


if not more, important to the defense effort of a nation than 


q “. . the hand that controls the power switches is equally, 


the hand that presses the gun trigger. In times of real emer- 


gency the nation will no more tolerate a walkout of its de- 

fense workers than the commanding officer of an army 

under fire would be disposed to quibble with a delegation of 

insubordinate infantrymen. Regardless of social equities, 

there are times when a concerted cessation of utility working 
. forces could come pretty close to mutiny.” 
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wherein the board ordered the rein- 
statement of men who had committed 
or conspired to commit sabotage. 

Until recently, the utilities have op- 
erated under a double burden. There 
was the necessity, under government 
urging, of protecting their plants in 
every fashion and of getting rid of 
suspected or potential saboteurs. But 
there was also the necessity of avoid- 
ing conflict with the ideologies of the 
NLRB, and the two jobs seemed hope- 
lessly irreconcilable. On the sidelines 
was a third agency, the LaFollette 
Civil Liberties Committee of the Sen- 
ate, armed with inquisitorial powers 
and committed to the same general 
philosophy as the NLRB, ready to 
subject plant owners to exhaustive in- 
vestigations at the complaint of any 
sort of labor group. 


i ‘Hs naturally brings up the ques- 


tion: What will be the NLRB 
policy in the future, and how will it 
affect the national defense precautions 
of the utilities? 

The appointment of Dr. Harry 
Alvin Millis, 67-year-old chairman of 
the department of economics at the 
University of Chicago, to chairman- 
ship of the NLRB is of prime signifi- 
cance in determining the future policies 
of the board. 

There is, in his appointment, rea- 
son for business men to take encourage- 
ment. Dr. Millis is primarily a labor 
economist, in the tradition of Dr. 
Isador Lubin of the Department of 
Labor; and a labor conciliator and 
mediator, in the tradition of Dr. John 
R. Steelman, of the same department. 
Labor politics and reformist theory 
are not a part of his record, as they 
were in the record of J. Warren Mad- 
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den, whom he succeeded. He has had 
practical experience with labor, while 
Madden was a teacher of theory called 
to wrestle with the toughest practical 
problems in all the field of domestic 
government. 

For four years, 1919-23, Dr. Millis 
served as chairman of the board of 
arbitration of the men’s clothing in- 
dustry in Chicago. He served on the 
special board appointed by President 
Roosevelt in 1938 to hear evidence in 
the threatened strike of a million rail- 
road workers against a horizontal wage 
reduction. The opinion rendered by 
Dr. Millis, Dean James M. Landis of 
Harvard law school, and Chief Justice 
Walter P. Stacy of North Carolina, 
held that the reduction was not then 
justified, but the opinion was temper- 
ate, well reasoned, and strictly judicial 
in contrast to many NLRB rulings. In 
July of this year, Millis again served 
on the board named by the President 
to review the issues in a proposed strike 
of American Railway Express Com- 
pany employees. There was no strike, 
in either instance. 


D Rr. Millis was a member of the first 

NLRB before the current board 
was set up with enlarged powers in 
1935 under the Wagner Act. As an 
economist, he has held professorates at 
four wuniversities—Arkansas, Stan- 
ford, Kansas, and Chicago. 

A study of his writings discloses no 
radical theories such as proved self- 
embarrassing to Madden or the third 
member of the labor board, Edwin S. 
Smith. His writings have been con- 
cise, factual, and temperate studies of 
labor economics. There is nothing in 
them to give comfort or hope to labor 
radicals. Dr. Leiserson, the “moder- 
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Sabotage of Defense Industries 


al ig is becoming increasingly apparent that the American public 
and the government will tolerate no sabotage of those indus- 
tries devoted directly to the production of munitions and weapons. 
Members of Congress already are calling for legislation to declare 
national defense strikes to be ‘treason,’ to compel arbitration of any 
disputes that may stop the assembly lines of aircraft, tank, cannon, 
powder, and a thousand other defense factories.” 





ate” member of the board, significantly 
praised Dr. Millis’ appointment as “‘ex- 
cellent,” and, no less significantly, sev- 
eral employees of the board who were 
prominently identified with the Mad- 
den-Smith philosophy resigned when 
they learned that Dr. Millis was ap- 
pointed. 

Therefore, on the basis of Millis’ 
past record, his writings, and the va- 
ried reactions to his appointment, the 
conclusion may be drawn that in the 
future the board’s policies and rulings 
will be based more upon sound judg- 
ment and factual analyses than upon a 
crusading-reformist philosophy and 
what Chairman Smith’s committee 
called a willingness to “invent reme- 
dies” to cure real or theoretical evils. 
Even congressional friends of the 
NLRB admit that the Wagner Act and 
the cause of labor have suffered from 
maladministration or overzealous ad- 
ministration of the law. 
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. is a fair conclusion, then, that the 


nation’s utilities may proceed more 
resolutely to take those precautions re- 
quired for their protection. 

These precautions should be based 
upon reasonable evidence and reason- 
able grounds. In such a case, they may 
be comfortably sure that they will re- 
ceive fair treatment from the govern- 
ment and its agencies, including 
the NLRB. If Mr. A., manager of a 
power plant, feels that his employees 
are in some cases subject to suspicion, 
he should not wait for his worst fears 
to be confirmed by overt action. That 
will be too late. He should inform the 
Federal Bureau of Investigation of his 
fears, and invite this agency to send 
men into his plant. It will cooperate ; 
and if Mr. A’s fears are confirmed by 
the investigation, he can act with the 
assurance that the findings of a gov- 
ernment agency support him. The 
FBI has the job of helping protect 
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vital industries; it has approximately 
$10,000,000 which Congress voted ex- 
pressly for this work. 

At the same time, there is a well- 
directed campaign developing in Con- 
gress for specific legislation to root 
left-wing radicals out of labor unions 
and defense industries. The public 
utilities—of all types—should not fail 
to call to the attention of Congress the 
fact that sabotage of national defense 
and paralysis of the national effort are 
not accomplished in munitions fac- 
tories alone, but can be carried out 
with equal facility by striking through 
the power plants, communications, 
transportation, and other utilities. 


oe, if the reorganized Na- 
tional Labor Relations Board does 
not bear out the foregoing forecast 
that its position in the future will be 
more moderate and temperate than in 
the past, there are growing indications 
that Congress will not delay in seek- 
ing a bold short-cut. Already sugges- 
tions have been made that defense in- 
dustries (which would almost cer- 
tainly include the vital public services ) 
should be removed from the jurisdic- 
tion of the NLRB, and that their labor 
relations problems ought to be placed 
under the control of some special 
board, headed up under the National 
Defense Advisory Commission. 

An alternative suggestion is con- 
tained in a bill introduced by Chairman 
Carl Vinson of the House Naval Af- 
fairs Committee modeled on the Rail- 
road Mediation Act. This would re- 
quire a 90-day “waiting period” be- 
tween any strike vote and the actual 
stoppage of work in industries con- 
nected with national defense. The 
House Judiciary Committee is also 
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studying the possibility of using the 
national conscription act as a vehicle 
for discouraging unwarranted strikes. 
In other words, the hand that con- 
trols the power switches is equally, if 
not more, important to the defense ef- 
fort of a nation than the hand that 
presses the gun trigger. In times of 
real emergency the nation will no more 
tolerate a walkout of its defense work- 
ers than the commanding officer of an 
army under fire would be disposed to 
quibble with a delegation of insubordi- 
nate infantrymen. Regardless of so- 
cial equities, there are times when a 
concerted cessation of utility working 
forces could come close to mutiny. 


f peeve of course, safeguards 
would have to be installed in any 
substitute organization to prevent de- 
fense workers from being exploited by 
their employers under cover of defense 
emergency. The important thing 
would be that the service must go on 
and that disputes must be mediated 
without interruption of such service. 
Chairman Millis has indicated his 
sensitiveness to these harsh truths. 
The NLRB, within its own statutory 
powers, will probably try to act accord- 
ingly. If not, and if defense labor 
trouble continues, we can expect sharp 
congressional sniping along the labor 
regulatory front in the near future. 

The spy, the saboteur, the enemy of 
democracy and capitalist economy and 
individual initiative, is not sleeping in 
these hours. The government knows 
this. The President and the Congress 
know it. No plant manager or utilities 
president can afford to ignore it. And 
the government will applaud every rea- 
sonable precaution and vigilant protec- 
tion he may decree. 
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ELEPHONE companies, especially 
those of the Bell system, may have 
been slightly surprised to find themselves 
mentioned at the recent hearings before 
the SEC on the proposal to require open 
and competitive bidding on the under- 
writing of security issues. The SEC’s 
proposed rule would, of course, affect 
only companies subject to the Public 
Utility Holding Company Act of 1935. 
And telephone companies are not “utili- 
ties” within the meaning of that statute. 
However, the recent large private sale 
of AT&T bonds to a closed syndicate of 
insurance companies and the traditional 
closed deals for handling Bell securities, 
exemplified by the recent $50,000,000 
offering of the Illinois Bell, climaxed 
considerable dissatisfaction on the part 
of certain investment dealers. 

One of such dealers was the firm of 
Otis & Co. of Cleveland, Ohio, long an 
advocate of open and competitive bid- 
ding. In its brief before the SEC, filed 
January 23rd, Otis & Co. referred to the 
view of the SEC on this subject in the 
following paragraph: 

The FCC’s views on telephone financing 
were voiced as follows in the 1939 report 
... : “It would seem fair that, if the cost 
of bond money is to be a factor in determin- 
ing interest during construction work in 
progress, and evidence in establishing a fair 
rate of return, the investment bankers should 
be given an opportunity to make competitive 
bids, and the investment market should be 
allowed to express itself freely as to the 
rates of return at which it will supply the 
telephone business with capital.” The sum- 
mary which the FCC released with the re- 
port stated that the study of the securities 
sales made indicated that the company 
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“could have taken care of its needs for fi- 
nancing since 1906 at a lesser cost if securi- 
ties had been opened to competitive bids” 
rather than having been disposed of exclu- 
sively through the same banking house or its 
successor. 


| geneity overpricing of utilities se- 
curities — a development which 
critics of open bidding profess to fear, 
the Otis brief stated: 


Overpricing of issues has not character- 
ized the two main fields of finance—munici- 
pals and railroad equipment trusts—where 
competitive bidding has been compulsory for 
some length of time. Nor is private negotia- 
tion any guaranty against overpricing, as the 
unduly high price of the $25,000,000 South- 
ern Bell Telephone & Telegraph Company 
bonds issued in 1939 and of the $45,000,000 
Illinois Bell Telephone Company bonds is- 
sued in 1941, will testify, although under- 
pricing is more usual than overpricing in 
private negotiation. Competitive bidding 
naturally cannot insure the infallibility of 
banker judgment, but it can and will make 
available the judgment of many disinterested 
banking groups. 


On the subject of private placements, 
which is the biggest bugaboo of the in- 
vestment dealers, the Otis brief again re- 
ferred to recent Bell financing opera- 
tions: 


The problem which private placements 
impose on underwriters would be immedi- 
ately solved by competitive bidding. Private 
placement has been defended as the best way 
for an issuer to avoid high underwriting 
costs. Yet the American Telephone and Tele- 
graph Company was only able to obtain its 
money at a 2.80 per cent interest cost in 
recently placing a $140,000,000 debenture 
issué directly with insurance companies, 
while, at about the same time, the Boston 
Edison Company obtained its money at the 
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more favorable interest cost of 2.58 per cent 
in selling a $53,000,000 bond issue at competi- 
tive bidding. The difference in these interest 
costs was obviously much greater than the 
slight difference in grade of the two securi- 
ties could possibly have warranted. Further- 
more, under private placement the issuing 
company gives up the good will arising from 
the wide distribution of its securities, sub- 
mits—or will submit on occasion—to the 
dictation of a few large insurance companies, 
and will never be able to make any retire- 
ments of its bonds, whether for sinking-fund 
requirements or any other purpose, except 
at prevailing call prices. 


There is little likelihood that such 
references before the SEC to the financ- 
ing operations of a group of utility com- 
panies beyond its jurisdiction (except, 
of course, the general registration pro- 
vision of the Securities Act of 1933) 
would stir any agitation for extending 
the SEC’s jurisdiction in the direction 
of telephone companies. The FCC has 
already staked out its claim to such 
jurisdiction, if, as, and when. For that 
matter, in view of the fact that major 
Bell financial operations have been 
largely completed for the time being, ob- 
servers felt that the open bidding issue 
would die down after the SEC disposes 
of its proposed ruling affecting com- 
panies under the Holding Company Act. 


* * * * 


bE charge of censorship against the 
FCC reared its head as the result of 
the recent reprimand delivered to Sta- 
tion WAAB of Boston “for past prac- 
tices,” in alleged overzealous advocation 
of various controversial causes by the 
broadcasting management. The commis- 
sion renewed the station’s license on its 
pledge not “to color or editorialize the 
news received” in the future. From early 
in 1937 through September, 1938, the 
commission said, it was the policy of 
WAAB “‘to broadcast so-called editorials 
from time to time urging the election of 
various candidates for political office or 
supporting one side or another in various 
questions in public controversy.” The 
commission continued : 
Radio can serve as an instrument of 
democracy only when devoted to the com- 


munication of information and the exchange 
of ideas fairly and objectively presented. 


A truly free radio cannot be used to ad- 
vocate the causes of the licensee. It cannot 
be used to support the candidacies of his 
friends. It cannot be devoted to the support 
of principles he happens to regard most 
favorably. In brief, the broadcaster cannot 
be an advocate. 


k p= nationally syndicated political 
commentator, David Lawrence, 
raised the question of who is to decide 
what is “fair” and what is “objective” 
and what is “partisan” in the reporting 
of news over the air waves. Mr. Law- 
rence suggested that a “board consisting 
of political appointees” might have its 
own partisan conception of news. He 
added: 

Unfortunately the commission did not per- 
mit a case to be decided in a way that would 
permit court review. The license was actually 
not taken away, but renewal was accom- 
panied by a bold confession of intimidation. 
The commission extorted from the broad- 
casting station a formal promise to be good 
according to the concepts of the commission 
and after exacting such a written pledge the 
station was allowed to retain its license. 


Mr. Lawrence went on to argue that 
the remedy does not lie in court revision 
but in a complete reorganization of the 
FCC, so that the term of each member 
should not be longer than one year. In 
this way, he said, the Senate could de- 
cide whether to confirm commissioners 
who are violating the spirit or letter of 
the statutory injunction against the ex- 
ercise of censorship powers by the FCC. 
He questioned, also, whether the press 
of the nation might not eventually be in 
line for bureaucratic suppression or in- 
timidation if systematic though indirect 
censorship became commonplace with 
respect to radio broadcasting. 

* £ * * 


N° complaints by the public concern- 
ing the practice of reforwarding 
telegrams in interstate commerce having 
been received, and no abuses in the prac- 
tice having come to its attention, the 
Federal Communications Commission 
last month discontinued its investigation 
into such service but warned that if abuse 
is later found or complaints made it will 
take appropriate action. 

In its report (No. T-10), the commis- 
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sion pointed out that a 10-word prepaid 
telegram could be sent from New York 
city to a person temporarily in Baltimore 
at a charge of 36 cents. If the party had 
gone to San Francisco and left a for- 
warding address, the message could be 
reforwarded across the continent with- 
out additional charge; whereas the 
charge for a 10-word telegram sent di- 
rectly from New York to San Francisco 
would be $1.20. Conversely, however, a 
10-word prepaid telegram sent from 
New York to San Francisco and refor- 
warded to Baltimore would be charged 
for at the New York-San Francisco rate 
of $1.20, rather than at the lower rate 
between New York and Baltimore. 

The rule as to collect messages differs 
in that the rate charged for a refor- 
warded collect message is the rate be- 
tween the point of origin and the point 
at which delivery is actually made. For 
example, if a message were sent collect 
from New York to San Francisco and 
reforwarded to Boston, the charge col- 
lected would be the rate from New York 
to Boston only. Conversely, a collect 
message sent from New York to Boston 
and reforwarded to San Francisco would 
be charged for on the basis of the toll 
from New York to San Francisco. 

Commissioners Walker and Thomp- 
son dissented. 


* * * * 


HE Federal Communications Com- 
mission on January 15th announced 
the appointment of Robert G. Seaks of 
Harrisburg, Pennsylvania, as assistant 
to the chairman, James Lawrence Fly. 
From 1934 until the present time, Mr. 
Seaks was a member of the legal staff of 
the Tennessee Valley Authority, except 
for a period in 1936 and 1937 when he 
did graduate work at Yale Law School. 
Mr. Seaks was graduated from 
Gettysburg College in 1931, later being 
elected to Phi Beta Kappa. Three years 
later he was first man in the graduating 
class at Duke Law School. 

Mr. Seaks assumed his new duties on 
January 15th, filling the vacancy caused 
by the appointment of Nathan H. David 
to the commission’s legal staff. 


221 


OMPLETING a year of record demand 
for its services, the American Tele- 
phone and Telegraph Company recently 
reported for 1940 a more than 10 per 
cent margin over its annual $9 dividend 
requirement, with earnings of $10.07 a 
share on its capital stock. This earnings 
experience of the parent of the Bell sys- 
tem last year was reported to stockhold- 
ers by Walter S. Gifford, president, to- 
gether with Bell system results for the 
twelve months ended November 30th, 
which gave consolidated system earnings 
at $10.93 a share. 

With new income last year of more 
than $188,000,000, the parent topped the 
— record net of $179,834,815 in 
1937. 

The Bell system, according to Mr. 
Gifford, added more telephones to its 
lines last year than in any year in its his- 
tory with a total increase of about 950,- 
000, compared with an increase of 775,- 
000 in 1939. Toll and long-distance calls 
in 1940 were about 8 per cent greater 
than in 1939. 

The report of the Bell system (Amer- 
ican Telephone and Telegraph Company 
and its principal telephone subsidiaries ) 
for three months ended November 30, 
1940, showed consolidated net income 
applicable to the stock of American Tele- 
phone and Telegraph Company of 
$55,683,014 after depreciation, interest, 
Federal income taxes, minority interest, 
etc., equal to $2.98 a share on 18,686,794 
shares of capital stock. This compared 
with $55,522,349 or $2.97 a share in three 
months ended November 30, 1939. 


* * * * 


N a move that will assure additional 

coast-to-coast communication facili- 
ties to meet future defense needs, the 
Bell telephone system recently began 
construction of a 1,600-mile under- 
ground cable line costing nearly $20,- 
000,000, from Omaha, Nebraska, to 
Sacramento, California. At those points 
the new line will link with cable net- 
works of the East and Far West to pro- 
vide the first all-cable transcontinental 
telephone line. Announcement of the 
start of work was made on January 21st 
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by the Long Lines Department of the 
American Telephone and Telegraph 
Company. 

For protection, the new line will be 
buried underground along a carefully se- 
lected right of way which avoids high- 
ways. Supplementing several existing 
“open wire” aerial transcontinental tele- 
phone lines, it will increase transconti- 
nental circuits initially by about 50 per 
cent and will ultimately almost triple 
present cross-continent facilities. The 
planned increase is expected to meet 
practically any demands for telephone 
communication between the vital centers 
of industry, railheads, and troop con- 
centration points on either coast. 

Construction permits have been issued 
for the Omaha-Denver section and ap- 
plications for the remainder were to be 
submitted to the Federal Communica- 
tions Commission in the near future. 

The line will consist of two cables 
buried for almost their entire length by 
a special tractor-hauled “plow train.” 
This plows a deep furrow, lays the two 
cables in it, and covers them with earth 
—all in one continuous operation. Long 
lines construction gangs now moving 
westward from Omaha and Grand Is- 
land, Nebraska, expect to reach Laramie, 
Wyoming, by the end of the year. Gangs 
of the Pacific Telephone & Telegraph 
Company will start eastward from 
Sacramento. The route touches Denver 
and passes through Cheyenne and Salt 
Lake City. 

The cables will employ equipment 
whereby 12 talking channels can be set 
up for each two pairs of wires. One cable 
contains the wires for West-bound 
channels, the other for East-bound. To 
amplify the circuits, nearly 100 amplifier 
stations will be needed along the 1,600- 
mile route; 6 of these are already under 
construction between Omaha and Grand 
Island. 


* * * * 


HE report of the Western Union 
Telegraph Company for the first 
eleven months of 1940, made public last 
month by Roy B. White, president, 
showed a net income of $2,850,587 after 
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all expenses and charges. The net was 
equal to $2.72 each on the 1,045,592 
shares of capital stock outstanding and 
compared with a net of $828,768, or 79 
cents a share, earned in the first eleven 
months of 1939, 

Western Union’s gross revenues in 
the period aggregated $90,073,338 
against $86,726,114 the year before, a 
gain of 3.9 per cent. 

Mr. White said the upward trend of 
domestic telegraph business was con- 
tinuing as a result of increased business 
activity in this country and the growing 
effects of the national defense program. 
He pointed out, however, that cable 
revenues were lower than a year ago. 

Mr. White added that the company’s 
net income for December would exceed 
that of the same month in 1939 and that 
earnings for the full year 1940 would be 
in excess of the net income of $3,325,000 
in 1937 and the largest since 1936, de- 
spite higher depreciation charges and 
additional costs imposed by legislation. 


* * * * 


_ United States Supreme Court 
on January 13th refused for a sec- 
ond time to review a decision upholding 
a Minnesota Railroad and Warehouse 
Commission order which directed the 
Tri-State Telephone & Telegraph Com- 
pany to reduce by 12} per cent—instead 
of 25 per cent—its charges for telephone 
service in the St. Paul metropolitan area. 

The review was first denied on De- 
cember 16th. The court denied a recent 
petition for rehearing filed by Harry W. 
Oehler, corporation counsel of St. Paul. 

A 25 per cent reduction was directed 
in 1936 by the Minnesota commission. A 
1939 order provided for a slash of only 
12} per cent, and it was upheld by the 
Minnesota Supreme Court. 


* * * of 


, | ‘HE Pennsylvania commission re- 
cently announced acceptance by the 


Pennsylvania Bell Telephone Company 
of a rate cut of $1,400,000 a year, ef- 
fective March Ist. The reduction will 
wind up a commission investigation 
which began in 1937. 
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By OWEN ELY 


SEC Tightens Integration 


Requirements 


INCE the November elections, the 
SEC has gradually “tightened up” 
its policies, as indicated by the following : 
(1) It has questioned the right of 
Commonwealth & Southern to dispose of 
certain bond holdings in a subsidiary, on 
the ground that such bonds automatically 
rank below similar bonds held by the 
public. 

(2) The device of trusteeing utility 
holdings to avoid registration as a hold- 
ing company, tried by Cities Service and 
International Paper, has been rejected; 
Cities Service nonutility subsidiaries are 
apparently to be subject to some degree 
of SEC regulation; while the trustees 
acting for International Paper have been 
ordered to surrender the common and 
Class B stock of International Hydro- 
Electric for cancellation, on the ground 
that they are worthless. 

_ (3) The commission is considering the 
inauguration of a system of competitive 
bidding for all security issues of the 
utility industry, despite opposition by the 
investment banking fraternity. 

_ (4) Columbia Gas’ voluntary integra- 
tion plan has been rejected and the prin- 
ciple set forth that electric systems and 
natural gas systems must be considered 
as distinct under § 11, with the implica- 
tion that they may have to be separated 
—. 

(9) SEC views regarding the geo- 
graphical phase of § 11 have been finally 
revealed—in the official plan for UGI 
(see page 240)—to be almost the nar- 
rowest reasonable interpretation conceiv- 
able. Chairman Frank also holds that 
Prompt reshuffling and regrouping of 


utility holding systems is highly im- 
portant from a national defense stand- 
point. Mr. Frank stated: 

Efficient operation of an operating com- 
pany requires an intimate and constantly up- 
to-date knowledge of the property and the 
changing problems of the community in 
which it operates. A holding company hav- 
ing dozens of scattered properties in as many 
widely separated parts of the country can- 
not know these management problems as in- 
timately as a holding company whose interest 
is confined to a single, compact, geographic 
(not to say industrial) area. 


Mr. Frank indicated that official plans 
for Engineers Public Service, United 
Light & Power, and Commonwealth & 
Southern would be issued shortly. 
United Light & Power has already made 
certain alternative suggestions to the 
commission for the elimination of 
(1) United Light & Power, top company 
or (2) United Light & Railways, sub- 
holding company, or (3) Continental 
Gas & Electric and American Light & 
Traction, intermediate holding com- 
panies. 


N the UGI integration “blue print,” 

the holding company is required to 
confine its operating properties to the 
states bordering a chosen central state 
containing the “primary system.” On 
this basis the system would include the 
properties located in southeastern Penn- 
sylvania and the adjoining portions of 
Maryland and Delaware. Accordingly, 
UGI must give up the properties located 
in Connecticut, New Hampshire, Ari- 
zona, Tennessee, and Kansas. Erie 
County Electric and Luzerne County 
Gas & Electric would also have to be di- 
vorced under the other clauses of the 
A-B-C rules, and a number of gas prop- 
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erties would have to be given up. UGI’s 
huge investment in Public Service Cor- 
poration of New Jersey, together with its 
interest in Hartford Gas, would appar- 
ently have to be relinquished. 

Summarizing, UGI would be permit- 
ted to retain properties with a book value 
of about $350,000,000 (plus some non- 
utility properties) while about $275,- 
000,000 worth of system holdings would 
have to be disposed of, together with 
other investments with a book value of 
about $123,600,000. In other words, the 
system would be practically cut in half. 

It is probable that the SEC has, for 
bargaining purposes, made its first in- 
tegration plan about as “tough” as pos- 
sible. Certainly such a narrow inter- 
pretation of the A-B-C rules will work 
havoc with the set-up of the average 
holding company, and if enforced must 
result in widespread liquidation of in- 
vestments in operating companies. How 
such a program can be considered bene- 
ficial or necessary under war-time condi- 
tions, when high taxes and operating 
costs are depressing the value of utility 
equities, is difficult to imagine. The 
many resulting changes in control would 
necessarily be a highly disturbing factor 
to utility management everywhere, pre- 
venting concentration on engineering, 
construction, and operating problems at 
a critical time. 


AX to the argument advanced by Chair- 
man Frank, is there any concrete 
evidence that the systems operated by the 
large holding companies are less effi- 
cient than they would be if broken up 
into small local groups? 

Of course, it must be kept in mind that 
the act requires that the larger or mul- 
tiple systems be more efficient in order 
to warrant continued existence. Wash- 
ington, in some respects, is trying to 
regulate the entire utility industry. The 
state commissions are not consulted on 
this matter. Chairman Frank apparently 
gives little weight to the fact that some 
large holding companies leave local man- 
agement problems to local operating 
company officials, merely formulating 
broad policies for their guidance and fur- 


nishing centralized accounting, engineer- 
ing, legal, and financial services. The ef- 
ficiency of the latter services must not be 
confused with the problem of local op- 
erating emergencies and problems. In 
the case of Electric Bond and Share, 
while the subholding companies’ proper- 
ties are geographically scattered, operat- 
ing supervision by Ebasco is organized 
on a geographical basis. 

The SEC plan for UGI represents 
only its “tentative findings,” and the 
company’s views were to be heard at the 
hearings beginning February 6th. At 
least the SEC has clarified the integra- 
tion picture, after considerable delay, and 
the utility holding companies must now 
decide whether to carry the issue to the 
courts, appeal to Congress for a modifi- 
cation of the act, or codperate with the 
SEC in a broad program of “unscram- 
bling the eggs’—to use the classic 
phrase of J. P. Morgan the elder. 


¥ 


Five-year Analysis of Utility 
Financing 


TILITY financing in the year 1940 
dropped a little below the previous 
year, but slightly exceeded 1938. Fol- 
lowing are the totals for recent years as 
compiled by the Commercial & Financial 
Chronicle (in millions of dollars) : 
Other 
Utilities Corporations 
$1,264 $1,457 
1,327 869 
1,223 918 
828 1,605 
2,125 2,507 


While utility financing thus compares 
favorably in amount with other cor- 
porate financing, this is owing to the 
favorable conditions for large refunding 
operations rather than the raising of new 
capital. The percentage of new capital 
financing to total security issues has 
been considerably lower for the utilities 
than for other corporations though the 
proportion of stock financing, since 
1937, has been about the same, as indi- 
cated in the accompanying table. 
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Private utility financing in 1940 is esti- 
mated at $404,000,000 or about 32 per 
cent of total security issues. Other cor- 
porations, however, had only $388,000,- 
000 privately placed offerings, less than 
27 per cent of the total. For all cor- 
porate borrowers, private financing 
amounted to 29 per cent compared with 
33 per cent in 1939, 32 per cent in 1938, 
and 19 per cent in 1937 (prior to which 
year the percentage was probably much 
lower). 

Stock issues offered to the public in 
1940 by utility corporations were the 
largest in ten years, aggregating $164,- 
440,000 for 25 issues, compared with 
$105,437,000 for 15 issues in 1939, and 
$194,102,500 in 1930. 


» 
Commonwealth Edison 


OMMONWEALTH Edison is the second 

\U largest of the metropolitan operat- 
ing companies, its 1939 assets (in mil- 
lions) comparing with some other lead- 
ing systems as follows: 

Consol, "dison Of N.Y. oc0ss0s sce 

Commonwealth Edison 

Public SeryiceOf N. J. o<0s-0csees- 

Philadelphia Electric 

Detroit Edison 

Boston Edison 


Commonwealth and its subsidiaries 
(including Public Service Company of 
Northern Illinois and Western United 
Gas & Electric Company) supply the en- 
tire electric requirements of Chicago, and 
furnish electricity, gas, and miscellaneous 
services in adjacent suburban areas and 
other parts of Illinois. The total popula- 
tion served is over five million. 

Of total sales, electricity accounts for 
about 89 per cent, gas 10 per cent, and 
miscellaneous about 1 per cent. The 


electric business is well diversified, about 
one-third of the revenues being obtained 
from residential and rural customers, 
one-half from commercial and indus- 
trial users, and the balance from electric 
railroads and miscellaneous consumers. 

System capitalization, which has been 
simplified by exchange offers and re- 
funding operations in recent years, is 
approximately as follows: 

Subsidiary funded debt, etc. (in- 


cluding minority interest) ...$80,665,000 
— debenture 34s of 
9 


First 34s of 1979 
First 34s of 1968 
Common stock ($25 par) 
(shares), estimated 12,564,800* 


* As of October 13, 1940; some additional 
bonds may have been converted into stock 
since that date. 


The earnings record and price record 
on the common stock (adjusted for the 
1937 split-up) are shown in the table at 
top of p. 226. 


[E all the remaining debenture 34s are 
converted into common stock at the 
rate of 40 shares per $1,000 bond, this 
would increase the common stock to ap- 
proximately 13,764,832 shares. Since the 
dividend rate on the newly created stock 
is over twice the interest requirements on 
the bonds, the net result would be to cut 
down the share earnings somewhat, al- 
though, of course, the capital structure 
would be improved. While exact figures 
are not obtainable, the 1939 share earn- 
ings would, it is estimated, be reduced 
from $2.43 to about $2.12 if all the bonds 
had been converted at the beginning of 
the year. 

After completion of the conversion, 
Commonwealth’s funded debt would 
amount to about $295,000,000, and 
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Earned per Share 
Parent Co. Consol. System 
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capital stock and surplus to approxi- 
mately $379,000,000; the resulting 
ratios of 44 per cent funded debt and 
56 per cent common stock would com- 
pare with Consolidated Edison’s funded 
debt of 40 per cent, preferred stock 16 
per cent, and common stock around 44 
per cent. 

The convertible debentures are cur- 
rently selling around 116 and, as they are 
callable at 1034, it is obvious that the 
company can easily force conversion of 
the balance at any time it desires, by an- 
nouncing the call. However, since it 
might be necessary to underwrite a re- 
demption, the logical time to effect this 
would be when the Ist 34s are called. 

Commonwealth’s ratios of deprecia- 
tion, maintenance, taxes, and fixed 
charges to gross revenues in the years 
1929-40 are shown below. 

The figures below may not be strictly 
comparable with those of other systems 
because Commonwealth purchases a con- 


e 


Year Depreciation Maintenance 


1940* (System) 1.4% 
1939 (System) ‘ 
(Parent'Go.) .... 

1938 (Parent Co.) .... 
1937 (Parent Co.) .... 
1936 (Parent Co.) .... 
1935 (Parent Co.) .... 
1934 (Parent Co.) .... 
1933 (Parent Co.) .... 
1932 (Parent Co.) .... 
1931 (Parent Co.) .... 
1930°(Parent Co;) .... 
1929 (Parent Co.) . 


NUPHLAHPPPAMUNMNN 
mM OOCONMDH NON Nv 


* For twelve months ende 


Approximate R 
High Ppa 


e 


siderable amount of power. If the parent 
company’s 1939 income account should 
be adjusted to eliminate purchased 
power from both revenues and expenses, 
the revised ratios would compare with 
those of Consolidated Edison as shown in 
the table on the next page. 

While the company’s combined 
charges for depreciation and mainte- 
nance are not especially high as contrast- 
ed with other large companies, they have 
been maintained at a good level for some 
years with the result that the balance 
sheet reserve amounts to about 18.4 per 
cent of gross plant, as contrasted with 
Consolidated Edison’s 6.3 per cent. 

Potential savings for stockholders 
from future refunding operations do not 
bulk very large—only about 5-10 cents a 
share. The $100,000,000 Ist 34s of 1968 
are currently around 108 and during the 
past year have sold as high as 111. They 
are callable at 106 and, if bond market 
conditions remain favorable, could per- 


Taxes F — harges 


eptember 30, 1940. 
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Depreciation 
Maintenance 
Total 

Taxes 

Fixed charges 


* Parent company. 


haps be refunded to effect a net interest 
saving of about one-half per cent or 
$500,000 per annum. The $114,500,000 
Ist 34s, which were placed with 14 in- 
surance companies, are unlikely to be 
redeemed. The $80,000,000 Public Serv- 
ice of Northern Illinois 1st 34s of 1968, 
currently around 109, might be called 
(they are redeemable at 1063) for a net 
saving of about $460,000. 

While Commonwealth Edison does 
not offer so attractive a yield as Consoli- 
dated Edison, Public Service of New 
Jersey, and some other medium-priced 
utility issues, it has maintained a sur- 
prisingly strong market position in re- 
cent months despite the gradually in- 
creasing amount of stock due to bond 
conversions. There has been some indi- 
cation that investors have recently fa- 
vored the issue in preference to others, 
presumably in recognition of the rela- 
tively low average residential rate 
(about 4 cents), the conservative finan- 
cial structure, the ample depreciation re- 
serve in relation to gross plant, and other 
favorable factors. 

» 


Competitive Bidding 


HE National Association of Securi- 
ties Dealers, Inc., has questioned 
the legal powers of the SEC to require 
competitive bidding for utility security 
offerings, submitting a special opinion 
prepared by Baker, Hostetler & Patter- 
son. The NASD also opposed competi- 
tive bidding for the following reasons: 
1. Overpricing, as a result of using 
competitive instead of negotiated bids, 
would benefit only the utility and work 
against the investing public. 
2. Compulsory competitive bidding 
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Consolidated 
Adjusted Edison of NY* 
11.4 9.6 
5.8 6.8 
17.2 16.4 


1 4 21.6 
13.2 7.4 


would lead in practice toward complete 
government control of the private capi- 
tal market. 

3. Smaller securities dealers would be 
penalized in favor of large buyers. 

Regarding the indicated SEC view 
that it should aid the utilities to obtain 
the best possible price for their issues, 
the association held that this view is “in 
contravention of the express terms of the 
Public Utility Act which gives the com- 
mission a duty to protect investors, and 
in fact against the position which the 
commission has taken” in passing on the 
Consumers Power Company bonds, 
West Penn Power Company stock, the 
Newport Electric Corporation stock, and 
many other issues. 

The Investment Bankers Association 
has also taken a vigorous stand against 
competitive bidding, and has filed a 
brief with the SEC holding that such a 
system would adversely affect the utili- 
ties. (See page 234.) 

The IBA held that underwriting pro- - 
cedure would be cheapened, since an un- 
derwriter spending the least for investi- 
gation and for distribution could afford 
to pay the highest price for an issue. 
Moreover, compulsory bidding would 
not relieve the SEC of any responsibili- 
ties; it would still have to examine the 
“reasonableness” of price and spread. 


eb IBA brief contended that com- 
petitive bidding would work un- 
favorably for hundreds of small dealers. 
It was said: 

If, under compulsory competitive bidding, 
the small dealers throughout the country are 
no longer included in selling groups, it must 
not be forgotten that the thousands of small 
investors, the clients of these dealers, will 
not have the opportunity to buy the high 
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quality investments formerly flowing to 
them through these channels, Investors in 
the interior, small insurance companies, 
country banks, endowment funds of small 
colleges, fraternal organizations, will have a 
very limited opportunity to obtain high 
quality bonds through their local dealers and 
will be compelled to content themselves with 
second- and third-grade investments. . . 
Competitive bidding . . . would tend to bring 
about elimination . . . of the 1,000 or so deal- 
ers who now gain an important portion of 
their annual income from participating in 
the selling groups formed to distribute such 
issues. Also, a number of the smaller under- 
writers might find survival difficult because 
they could not bid directly, by reason of their 
limited capital. 


The IBA contention was supported by 
the testimony of several small investment 
dealers from Cleveland and Columbus, 
Ohio. One dealer asserted that competi- 
tive bidding would lead to “a return to 
the chain store system of securities dis- 
tribution of the 1920’s, with a few large 
New York houses having 57 varieties of 
offices scattered all over the country.” 

Harold Stanley of Morgan, Stanley & 
Co. cited his firm’s market experi- 
ence with 74 issues aggregating $2,684,- 
000,000: The average offering price for 
these issues was 100.52; the average bid 
price on the first day was 100.82; in the 
second week 100.89; in the third week 
100.87 ; and in the fourth week 100.86. 

Vice President Fiske of the Montclair 
Trust Company pointed out, as instances 
of gross overpricing resulting from com- 
petitive bidding, Southern Bell Tele- 
phone, Terminal Association of St. 
Louis, Chesapeake & Ohio, and Boston 
Edison. Mr. Fiske’s views were criti- 
cized, however, by Cyrus Eaton of Otis 
& Co. This Cleveland company and 
Halsey, Stuart & Co. of Chicago are 
the only firms which have consistently 
favored competitive bidding. 

Vice President Ecker of the Metro- 
politan Life Insurance Company opposed 
competitive bidding as likely to lead to 
some of the evils of high-pressure sales- 
manship; in any event he thought that 
private placements should be exempted. 
He stated that, if required to do so, his 
company would probably bid competi- 
tively. 

FEB. 13, 1941 


January Security Offerings 


Lectin occasional difficulties with 
the SEC regarding new security 
registrations, utility offerings (public 
and private) have maintained a high 
level in recent months—October exceed- 
ing $200,000,000, November $150,000,- 
000, and December $200,000,000. Jan- 
uary, normally a “quiet” month, was ex- 
pected at this writing to run somewhat 
below this level. 

January public offerings (to the 30th) 
were as follows: 


$ 7,500,000 
50,000,000 
12,000,000 

1,400,000 


Montana-Dakota Utilities 1st 
34s of 1961 @ 1033 
Illinois Bell Tel. Ist 2%s of 
1981 @ 103% 
Consolidated Gas of Balt. ref, 
2s of 1976 @ 1033 
Savannah Gas Ist 3%s of 1966 
and serial notes 
11,500,000 Southern Counties Gas of Cal. 
Ist 3s of 1971@ 101 
7,500,000 Luzerne County G. & E. Ist 
3ts of 1966 @ 104% 
484,379sh.Southern Natural Gas com- 
mon stock @ $10 (for sub- 
scription by stockholders, in- 
cluding Federal Water Serv- 
ice, which agreed to take 
more than half the offering) 
Panhandle Eastern Pipe Line 
Ist 3s of 1960 @ 102 


12,000,000 

Wisconsin Public Service (Standard 
Gas and Electric system) has filed $26,- 
500,000 1st 34s due 1971, together with 
132,000 shares of 5 per cent preferred 
and 200,000 shares of common stock, 
part of the preferred and all of the com- 
mon being sold to the parent company. 
The bond offering is expected shortly. 

Lake Superior District Power Com- 
pany has registered 35,000 shares of 5 
per cent preferred, which will be offered 
to present preferred stockholders before 
being offered by a syndicate. 


¥ 


Erratum: In the table on page 101 of 
the FortnicHTLy for January 16th, the 
1939 average residential revenue_per 
kilowatt hour for Pacific Gas and Elec- 
tric Company was given as 5.0 cents. The 
figure should have been 3.3 cents, the 
lowest for the companies tabulated. 
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The State Governors and 
The Utilities 


ONTRASTED with the peak of con- 

troversy over the so-called “utility 
issue” (which was probably reached 
with the enactment of the Holding Com- 
pany Act by the Federal Congress in 
1935), there has been observed a grad- 
ual diminution of activity in legislation 
directly affecting utilities. This can be 
explained to some degree by the fact 
that constant reduction of utility rates 
has lessened political agitation. Again, 
actual enactment of many measures 
affecting utility regulation has brought 
an end to such agitation through the 
medium of accomplished reform. Of 
course, the continued Federal policy of 
public power projects and the encourage- 
ment of local public distribution of such 
power will probably keep alive for sev- 
eral years to come legislative programs 
in various states concerning the estab- 
lishment and organization of public 
power agencies. 

By and large, however, the legislative 
biennial of 1941 appears likely to produce 
fewer state laws directly affecting pub- 
lic utilities and their regulation than any 
other legislative year in the preceding 
decades. At any rate, such a result would 
seem to be indicated by the small atten- 
tion given to the utilities in the numerous 
messages to the state legislatures and in 
inaugural addresses by the various state 


— during the month of January, 


N° substantial mention is made of 
public utilities in the messages of 
the governors of the following states: 
Alabama, Arkansas, Florida, Georgia, 
Illinois, Kansas, Maryland, Massachu- 
setts, Michigan, Minnesota, Missouri 
(Governor Stark holding over pending 
election contest over Governor Donnell), 
Nebraska, North Carolina, Ohio, 
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Oklahoma, Pennsylvania, and Texas. 

The public ownership question re- 
ceived a certain amount of attention as 
Federal power projects begin to come 
into operation. In Arizona, for example, 
Governor Osborn asked for the establish- 
ment of a 3-man Arizona Power Au- 
thority for the purpose of encouraging 
and promoting the practical use of water 
and hydroelectric and water power. The 
principal duties of the authority would 
be to codperate in the making or causing 
surveys to be made along the Colorado 
river and its tributaries, to improve water 
systems or inaugurate new irrigation 
systems, to create and distribute electric 
energy, to transmit electric energy, or 
enter into reciprocal or pooling agree- 
ments in cooperation with private in- 
terests or with the Federal government 
or other public power agencies. Gov- 
ernor Osborn’s bill would not, however, 
recognize the so-called “Colorado river 
compact” adopted by Arizona’s neigh- 
boring states. 

In California, Governor Olson urged 
that the legislature either enact a law 
permitting the public development of 
electric distribution systems for the Cen- 
tral Valley project or acquiesce in his 
recommendation that the Federal gov- 
ernment come in and set up such a dis- 
tribution system similar to the TVA 
activities. 

In Indiana, Governor Schricker, in the 
course of his address to the assembly, 
stated : 

In considering the problems of our cities 
and towns, I would recommend sympathetic 
consideration of such acts as will encourage 
public ownership of utility service, and also 
direct your attention to the imperative need 
of recodifying the city and town laws of 
our state. A study committee should be 
appointed for this latter purpose with the 
thought of submitting a full report to the 
next general assembly. 
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iy Oregon, Governor Sprague, after 


Governor Cooper of Tennessee proud- 


commending the diligent conduct of ly pointed to progress of TVA in his 
the Oregon Public Utilities Commis- inaugural address and observed that 
“Tennessee is known throughout the en- 
tire nation as the ‘public power state,’” 


sioner in obtaining utility rate reduc- 
tions amounting to $1,517,000 in 1940 
alone, stated: 


Six new districts were established under 
the people’s utility district law during the 


Peg we Maw of Utah, expressing 


dissatisfaction with electric rates in 


biennium and 9 proposed districts were that state, urged public power develop- 
voted down. To date 11 districts have been ment as vosuils aus He pie r 


created and 2 have voted bonds to finance 
acquisition or construction of an electric 


the course of his message to the legis- 


distribution system. Undoubtedly the avail- lature: 


ability of energy from the Federal power 
project at Bonneville has stimulated inter- 
est in public ownership. Private companies 
serving the territory have been aggressive 
in rate reductions and line extensions in an 
effort to preserve their field for private op- 
eration. 

Observing the financing of public utility 
districts in Washington, I am convinced of 
the soundness of the Oregon requirement 
that bonds be sold only at public sale. I 
do, however, recommend an amendment 
which would permit sale by negotiation of 
utility district bonds to the Federal govern- 
ment or a wholly owned agency of the gov- 
ernment. This would be necessary in case 
a group or district took over an entire sys- 
tem with financing provided by the Recon- 
struction Finance Corporation. 

The Bonneville Administration, on my 
request, reviewed our people’s utility district 
law and made suggestions of changes which, 
with my comments, will be referred to ap- 
propriate committees of your body. While 
certain amendments would smooth out the 
operation of the act, I do not propose its 
rewriting. Districts are being formed under 
the act, and its main structure has been 
tested in the courts and approved. 


Governor Maybank of South Carolina 
reported progress on the Santee-Cooper 
project which, he said, was already half 
finished and regretted that, because of 
defense conditions, similar projects at 
Lyles Ford and Clarks Hill have not 
been undertaken by the Federal govern- 
ment. He also regretted that, because of 
the delay resulting from litigation over 
Santee-Cooper activities, a number of 
defense industries that might otherwise 
have been induced by cheap power sup- 
ply to locate in South Carolina were un- 
able to do so. He promised further codp- 
eration with the Federal government and 
urged further encouragement of the de- 
velopment of the state’s water power re- 
sources. 
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For some reason, possibly our own 
fault, our natural sites for power plants have 
not experienced Federal development. The 
cost of power to a manufacturer is such an 
important item that Utah industry cannot 
hope to be developed on a large scale so 
long as our citizens must pay rates that are 
materially higher than rates in adjacent terri- 
tories. It will, therefore, be necessary to 
do everything possible, as part of our de- 
velopment program, to obtain cheap electric 
power for our state. Federal projects ac- 
count for the cheap power in the states sur- 
rounding us. It, therefore, becomes our 
duty to direct our unified efforts toward in- 
ducing the Federal government to consider 
and undertake projects to accomplish this 
end, so that Utah can receive the benefits 
to which it is rightfully entitled. The facili- 
ties of our local utilities could be well uti- 
lized in the distribution of such power. 

A comprehensive Utah program for the 
development of the Colorado river system 
for the purpose of benefiting Utah industry 
and agriculture is of paramount importance, 
and such a program should be developed 
and placed in the hands of Utah’s congres- 
sional delegation in Washington without 
delay. 


In Washington, Governor Langlie im- 


plied that the irrigation features of the 
Columbia river valley basin develop- 
ment, as distinguished from the hydro- 
electric power features already vigor- 
ously promoted by the Federal govern- 
ment, should now be given prompt con- 
sideration. He stated in the course of his 
inaugural address: 


Grand Coulee dam is now about com- 
pleted, and electrical power is expected to 
be generated during the present year. It 
is of utmost importance to this state and 
to the Pacific Northwest and, indeed, to 
the entire nation, that the irrigation features 
of the Columbia basin project now proceed 
without delay or interruption. 

The development and settlement of the 
lands to be irrigated present problems of 
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vital concern to the state of Washington 
—economic, social, and political problems 
of great complexity and wide ramifications. 
We must cooperate with the landowners 
of the area, and with the Federal govern- 
ment which has made the project possible, 
in solving these problems in a manner which 
will, with fair treatment of present property 
owners, assure the prosperity of the farmers 
and the financial stability of the irrigation 
districts. 

I solicit your most earnest codperation 
in the study of these problems and in the 
enactment of any legislation which may 
prove to be necessary or desirable in this 
connection. The kind of machinery now to 
be set up for developing and settling the 
Columbia basin project will affect, most 
fundamentally, the future well-being of 
eastern Washington and of the entire state. 


n the subject of utility regulation 

the utterances of the state gover- 
nors were few indeed compared with by- 
gone years. Only in New York, Con- 
necticut, and Rhode Island were sub- 
stantial programs in the field of public 
utility regulation suggested. The most 
important of these was the text of Gov- 
ernor Lehman’s message to the New 
York legislature. This must be consid- 


ered in the light of similar previous 
recommendations of Governor Lehman, 
upon which the New York legislature 
has so far failed to act. After expressing 
the hope for favorable congressional ac- 
tion on the St. Lawrence power project, 
Governor Lehman stated: 


I recommend that submetering companies, 
namely, companies which buy electricity 
from a public utility and sell it to their ten- 
ants, should be brought under regulation. 
At present no authority, state or municipal, 
has the power to supervise and regulate the 
charges made by such companies. Tenants 
are compelled to accept their service and 
pay what they charge or do without elec- 
tricity. Tenants cannot obtain service di- 
rectly from the utility companies because the 
landlord controls the wires between their 
apartment or premises and the distributing 
system of the utility. 

These submetering companies also im- 
pose such conditions as they see fit regard- 
ing service. They require any deposit they 
care to impose and there have been many 
instances where the consumer has received 
no interest on his deposit and has not been 
able to secure its refund when he moved 
to other quarters. 

These conditions should be remedied. To 
the extent necessary to protect the public, 


231 


these submetering companies should be 
placed under the jurisdiction of our public 
service commission. While it may not 
necessary to make the control as compre- 
hensive as in the case of public service cor- 
porations generally, it should extend at least 
to the rates charged, the deposits required, 
the interest paid thereon, and similar matters 
of vital concern to tenants. 

I recommend that public utility companies 
be required to offer consumers only one 
rate—the lowest one. The public service 
commission receives many complaints from 
consumers who for years have been paying 
a higher rate than their neighbors, simply 
because they are inexpert in making a choice 
between different complex rate schedules. 
Utilities with their staffs of experts are 
in a far better position to determine what 
rate consumers should receive. The com- 
panies, however, insist that the responsibility 
is entirely upon the consumer and that if 
he selects the wrong rate, they are in no 
way responsible. I do not agree with the 
companies and I do not believe that you will 
after studying this problem. 

I recommend that all public utility com- 
panies, subject to the jurisdiction of the 
public service commission, be required to 
keep only one set of books. In the investiga- 
tions which the commission has conducted, 
it has been found that certain companies 
are really keeping two sets of books, one 
purporting to agree with the accounting sys- 
tems prescribed by state and Federal au- 
thorities, and another on an entirely different 
basis showing the financial operations of the 
company in a light usually more favorable 
to the companies. 

Under the Public Service Law, railroads 
and common carriers are prohibited from 
keeping any other accounts or records than 
those prescribed by the commission or the 
Federal government. There is no reason 
why this rule, which has been effective for 
many years, and found to work no hard- 
ship upon the legitimate operations of any 
railroad or other common carrier, should 
not be extended to all other companies sub- 
ject to the jurisdiction of the public serv- 
ice commission. This recommendation is 
not only in the interests of consumers but 
in the interests of the stockholders and 
should be promptly enacted. 

I recommend that the public service com- 
mission be empowered to require utility com- 
panies’ books to show depreciation as well 
as original cost. This proposal is very vital 
to the prompt and efficient regulation of 
rates and a bill giving the commission ade- 
quate power in this connection should be 
enacted. 

The situation is very clear. Under legis- 
lation recently enacted by the legislature on 
my recommendation, the commission has re- 
quired the utilities so to keep their accounts 
as to show the original cost of their proper- 


FEB, 13, 1941 





PUBLIC UTILITIES FORTNIGHTLY 


ty and of other assets. The court of appeals 
and the United States Supreme Court have 
ruled that such a regulation is legal and 
proper. 

The courts, however, have held that our 
present statutes do not give the commission 
authority to prescribe the method by which 
depreciation reserves shall be accrued or to 
determine to what extent existing reserves 
are insufficient. This authority is necessary. 
The courts have uniformly held that in de- 
termining the value of the property upon 
which the company rates are based, depreci- 
ation must be deducted. Furthermore, the 
courts have held that as a base for determin- 
ing temporary rates, original cost less de- 
preciation is the proper base. We have al- 
ready required the companies to show the 
original cost in their accounts. In order to 


concerned, and to establish a more just tax 
base to be applied to them. I also recommend 
that you provide for mandatory, periodic 
audits of our public utilities, the expense 
to be borne wholly by them, so that a proper 
rate structure for each of them may be 
equitably determined. 

I recommend that you modify existing 
state laws affecting the rights of munici- 
palities to own and operate public utilities, 
Such modification should enable the inhabj- 
tants of our towns and cities to engage in 
these enterprises whenever they clearly ex- 
press their desire to do so. Present laws in 
their effect raise serious barriers against 
such undertakings, and this is a condition 
not in keeping with the spirit of a free people, 


Governor McGrath of Rhode Island 


make the temporary rate law effective, the suggested to his legislature the establish- 


commission should be empowered to require 
the companies to maintain reserves in order 


ment of a full-time bipartisan board of 


that depreciation shall be currently shown three members to administer the regula- 
on their books as well as original cost. Other- tion of public utilities in that state. Gov- 
wise, you destroy the effectiveness of our ernor McGrath stated: 


temporary rate law. 

Remember this same temporary rate law 
and other measures which have been en- 
acted by the legislature in the last few years 
have saved the consumers of this state over 
sixty million dollars each year. You cannot, 
in all fairness to the consumer, deny the 
public service commission the authority to 
make rate reductions where justified. 


Governor Lehman also repeated a 
previous recommendation that evidence 
illegally obtained by prosecuting authori- 
ties through the tapping of telephones or 
other communications wires should not 
be permitted to be used in the state 
courts. 


n Connecticut, Governor Hurley, ad- 
dressing the legislature, first ex- 
pressed the fear that the “invasion of 
our privately owned countryside under 


Our two reorganization acts have recog- 
nized the quasi judicial function of the pe 
lic utilities division. Supervision and con- 
trol over utilities is of vital importance to 
the people of the state. I should like to see 
this department administered by a bipartisan 
board of three, each member of equal stand- 
ing with the others and all giving their 
whole time to this work. I conceive the op- 
portunity for the utilities division to be of 
far greater service to the people than here- 
tofore has been the case. The state should 
not sit back and wait for a proposal to be 
made to it by a utility company and then 
pass upon the merits or demerits of the 
plan. The utilities division should be plan- 
ning for the state and proposing improve- 
ments to the utilities. I hope the legislature 
will make it possible for us to have such a 
board in place of the present utilities division. 


HILE he did not mention utilities 
at all, the newly elected Governor 


the guise of public utility expansion has Griswold of Nebraska, in his address to 
become a threatening problem.” He the unicameral of that state, made a very 
added: unusual recommendation for going easy 
In considering the problems connected ON legislation of all kinds. This passage, 
with the public utilities it is the duty of gov- in itself quite worthy of notice, was as 


ernment to safeguard, first and foremost, 
the public interest. The very nature of pub- 
lic utility enterprises imposes upon govern- 
ment a regulatory role, which it must fill 
justly, equitably, and without favor to any 
special interests. I am determined to see 
that this rdéle is fulfilled. 

I recommend that you review the status 
of public utilities in Connecticut. Your 
purpose in this review should be to achieve 
a more complete regulation of the companies 
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follows: 


We should enact just as little legislation 
as possible. The Nebraska statutes are al- 
ready encumbered with laws that are ob- 
solete and unenforceable. It is not just a 
matter of making needless changes oF 
cluttering up the statute books. I be- 
lieve that the habit of passing new laws 
has an even worse effect in that it causes 
the people to feel that they have access to 
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WILL DO FOR A DOLLAR 


a never-ending source of relief by getting 
the legislature to pass some new act. This 
habit of placing reliance upon legislation 
destroys the initiative of the individual and 
develops a citizenship which is entirely too 
dependent upon the state. In case of doubt, 
my suggestion is “Vote No.” 

I urge you to make this legislative session 
a short one and I think if that is done, you 
will receive more credit from the people 
than for anything else that you may do. In 
furtherance of that desire, I suggest that 
you introduce very few bills. Many times 
some change in the statutes, which you de- 
sire, can be brought up as an amendment 
to a bill which has already been introduced. 
By doing it that way, you will not clog the 
committees and you will speed legislative 
action. In case of doubt, my second sugges- 
tion is “Don’t introduce it.” 


Without any ostensible expression of 
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similar sentiment, other state legislatures 
may be preparing to follow the sugges- 
tion of Governor Griswold in the year 
1941, which seems to be a year for Fed- 
eral rather than state action. Of course, 
a number of bills on the subject of utility 
regulation and public ownership are 
likely to make their appearance during 
the legislation session. Lacking guberna- 
torial endorsement, however, it is not to 
be expected that very many of such bills 
will finally be enacted. This observation, 
of course, is entirely aside from the sub- 
ject of taxation. Special bills affecting 
utility taxation will probably make their 
appearance later on during the legislative 
sessions, when more of the governors 
have completed their budget estimates. 





PUBLIC UTILITIES FORTNIGHTLY 
SEC Considers Competitive Bid Rule 


O* January 27th the Securities and 
Exchange Commission began hear- 
ings in Washington on its proposed rule 
to require open and competitive bidding 
on the underwriting of securities issued 
by utilities and other companies subject 
to the Public Utility Holding Company 
Act. 

The purpose of these hearings was to 
give investment dealers and other inter- 
ested parties an opportunity to be heard 
on the proposed rule, which was amply 
explained in a recent publication by the 
staff of the public utilities division of the 
SEC entitled “The Problem of Main- 
taining Arm’s-length Bargaining and 
Competitive Conditions in the Sale and 
Distribution of Securities of Registered 
Public Utility Holding Companies and 
Their Subsidiaries.” 

This substantial booklet examined the 
experience of the commission in enforc- 
ing statutory requirements, the failure of 
the so-called “arm’s-length bargaining 
rule” (Rule U-12F-2) to solve the prob- 
lem to the satisfaction of the commission. 
The booklet also examined the case for 
competitive bidding and analyzed the 
arguments against competitive bidding. It 
contained comprehensive statistics on 
utility bond issues sold by competitive 
bidding, as compared with similar sta- 
tistics on the distribution of private 
placements. 


N summarizing its recommendations, 
the commission staff publication 
stated in part: 


For the reasons developed in this report, 
we recommend the repeal of Rule U-12F-2 
which has been demonstrably deficient in 
achieving the statutory objective of assuring 
maintenance of arm’s-length bargaining and 
competitive conditions in the sale and dis- 
tribution of securities of registered holding 
companies and their subsidiaries. 

In its place we recommend that the com- 
mission adopt a rule requiring competitive 
bidding in connection with the issuance or 
sale of utility securities subject to the com- 
mission’s jurisdiction under the provisions 
of the Public Utility Holding Company Act. 
This recommendation is made not because 
we believe that competitive bidding is an end 
in itself, but because it has become apparent 


FEB. 13, 1941 


that such a procedure is necessary, under the 
conditions that prevail, to assure the main- 
tenance of competitive conditions. The pro- 
posed rule may be summarized as follows: 

(1) It would apply to the issuance or 
sale of securities of registered public util- 
ity holding companies and their subsid- 
iaries in an amount exceeding $1,000,000, 
with certain enumerated exceptions. 

(2) It would provide that the commis- 
sion will not grant or permit any applica- 
tion or declaration subject to the proposed 
rule to become effective unless the appli- 
cant or declarant shall have invited sealed 
bids by published advertisement a reason- 
able period prior to entering into a con- 
tract for the sale of the securities involved. 

(3) It would also provide that such 
sealed bids as may be received shall be 
opened publicly at the time and place that was 
specified in the published advertisement. 

(4) Finally, it would provide that as 
soon as practicable after the opening of 
bids, the applicant or declarant shall file 
a statement with the commission setting 
forth (a) the action taken in compliance 
with the rule, (b) a copy of each bid 
received, and (c) a statement of the ac- 
tion which the company proposes to take. 
It will be observed that the proposed rule 

does not impose elaborate provisions relat- 
ing to the technique or mechanics of com- 
petitive bidding. We believe that, initially at 
least, it is desirable to keep this phase fluid, 
partly to allow room for individual initia- 
tive in developing procedures best suited to 
particular situations and partly to await the 
dictates of experience. 


F igee the more important critical 
statements elicited by the commis- 
sion’s invitation for reaction to its staff's 
proposal was the 62-page brief filed by 
the Investment Bankers Association of 
America. 

In view of the expressed opinion of 
certain of the members of the commis- 
sion and the possibility that the commis- 
sion might act quickly in adopting the 
proposals made by its utilities division, 
Emmett F. Connely, president of the 
IBA, in a letter accompanying the brief, 
asked the commission to join “in a re- 
quest to have the broad questions of pub- 
lic policy involved in the proposed rule 
thoroughly explored at public hearings 
before the House Committee on Inter- 
state and Foreign Commerce.” He urged 
that meanwhile no action to place the 
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proposal in effect be taken by the com- 
mission. 

The brief, which was prepared by the 
Securities Acts Committee of the IBA, 
headed by R. McLean Stewart of Harri- 
man Ripley & Co., Inc., as chairman, 
stated that the proposal would “in opera- 
tion be detrimental to the best interests of 
issuers, of security holders, of consum- 
ers, and of the investing public.” It 
would be “discriminatory and unfair” to 
thousands of investors, country banks, 
and small dealers throughout the country 
who have had neither the time nor oppor- 
tunity to study the voluminous report of 
the SEC staff, the reply continued. 

Asserting that the report of the public 
utilities division “seems to be more of an 
attack on investment banking than a dis- 
cussion of the economics of compulsory 
competitive bidding,” Mr. Connely 
pointed out that business men, investors, 
and institutions dependent upon invest- 
ments had been allowed only a few 
weeks, with the Christmas season inter- 
vening, to analyze and make reply to a 
report which experts of the SEC had 
spent months in preparing. 


M* Connely summarized the position 
of the IBA on the subject as fol- 
lows: 

1. Compulsory bidding would cause 
damage to investors, arising, among 
other things, from the overpricing of is- 
sues. Any increase in price to the issuer 
would be at the expense of decreased 
yields to the investor, whose interests the 
commission is under duty to guard. 

2. The underwriter making the skimp- 
iest and cheapest investigation and con- 
templating the cheapest distribution 
methods could afford to pay the highest 
price. 

3. Purchase of securities at the highest 
possible price would tend to bring about 
high-pressure salesmanship, which rep- 
utable investment bankers seek to avoid. 

4. The “competition of the market” by 
which every issue must be judged as- 
sures fair prices to the issuer and to 
investors. 

5. Compulsory bidding would force the 
concentration of distribution into the 
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hands of relatively few underwriters and 
dealers, to the detriment of small in- 
vestors and dealers. 

6. Compulsory bidding is not the best 
available means of judging the reason- 
ableness of prices and spreads. 

7. Compulsory bidding would not help 
the SEC meet its statutory responsibili- 
ties under the Holding Company Act. It 
would still be necessary for it to examine 
the reasonableness of price and spread 
after the bids had been received. 

8. Compulsory bidding would conflict 
with the theory of the Securities Act 
which requires a thorough and searching 
investigation to be made by a responsible 
underwriter. 

9. The advice of the investment banker 
and the professional work he does in set- 
ting up an issue could not be provided 
under compulsory bidding and could not 
be replaced. 

Replies to the commission’s request for 
comments and suggestions from various 
other quarters, including public utility 
executives or managements, large institu- 
tional investors, the National Association 
of Securities Dealers, Inc., and indi- 
vidual investment banking firms, were 
expected to be in the hands of the SEC 
by January 23rd. It was understood that 
the NASD would endorse the position 
taken by the Investment Bankers Asso- 
ciation. (See p. 227.) 


HE power of the commission, under 

the Public Utility Act of 1935, to 

adopt the recommendations of its utilities 

— was questioned in the IBA brief. 
t said: 


An over-reaching interpretation of the 
law, designed to set up administrative con- 
trols and accomplish purposes beyond those 
provided for by statute, is full of danger 
to the orderly processes of administration 
and is inimical to the public interest. We 
trust, therefore, that the commission will 
not follow the suggestion of the PUD staff 
and attempt to read into the 1935 act the 
power to deal with matters which are not 
within the province of that statute. 


The brief emphasized the fact that the 
practice of competitive bidding “does not 
appear ever to have been voluntarily 
adopted as a general practice by public 
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utility or other issuing corporations, al- 
though the management of borrowing 
corporations has always been free to use 
competitive bidding if it thought such a 
method was the best method.” Neither, it 
was pointed out, has the practice ever 
been requested by investors, here or in 
any other country. 

Taking the commission’s own state- 
ments on the volume of public utility se- 
curities placed privately (166 issues, 
amounting to $1,018,425,788 in the 6- 
year period 1934-1939), the brief de- 
clared that this development clearly 
demonstrated the “keen competition” 
that now exists in the purchase and un- 
derwriting of new securities. 

Had there been an “absence of com- 
petition” for these issues or had there, 
in fact, existed any “domination” or 
“control” by investment bankers, it is 
surely not to be believed that, in view of 
their well-known opposition to “private 
placement,” they would have failed to 
obtain for themselves the business of 
underwriting, or, at least, of participating 
in the underwriting of, the issuance and 
sale of these securities, the brief stated. 


i eo primary concern of Congress in 
passing the Public Utility Act was 
for investors and the public generally, 
the association pointed out. “The pri- 
mary duty of the commission in admin- 
istering the act is to hold the scales of 
justice even and not to exert the great 
force of its authority for the purpose of 
extracting from the public the highest 
price which can be obtained for the 
benefit of the issuer.” 

The brief further contended that the 
proposed competitive bidding procedure 
would, in effect, “break down the whole 
theory of responsibility which Congress 
had in mind in enacting the Securities 
Act of 1933. It would deprive the in- 
vesting public of the protection now af- 
forded by the responsibility for investi- 
gations attaching to underwriters. For, 
if the underwriter is to have no direct 
contact with the issuer, but is to be mere- 
ly one of several dealers submitting bids, 
without adequate opportunity for the 
prior investigation of the facts concern- 
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ing the issue, it is surely unreasonable 
under such circumstances to place on him 
the responsibility and the liability estab- 
lished by the 1933 act.” 
_ Mr. Connely, in his letter accompany- 
ing the brief, cited the constructive con- 
ferences that have been held during the 
last several months by representatives of 
the investment bankers and other inter- 
ested parties with the commission. He 
said: 
While these discussions did not specifical- 
ly encompass the Public Utility Act of 1935, 
it was our understanding that the confer- 
ences would deal with all problems arising 
under the 1933 and 1934 acts or having to do 
with the regulation of the exchanges or the 
regulation of underwriters and dealers, 
The commission itself and all other parties 
to these conferences have found, and have 
stated that, despite such differences of opin- 
ion as have existed, the conferences have 
resulted in a candid, objective, and helpful 
examination of the problems there dis- 
cussed, 


Other members of the Securities Act 
Committee of the IBA, which prepared 
the brief, are C. Lee Austin, Pittsburgh; 
Charles S. Cheston, Philadelphia; Em- 
mett F. Connely, Detroit ; Paul H. Davis, 
Chicago; Rush S. Dickson, Charlotte, 
North Carolina; Francis E. Frothing- 
ham, Boston; Edward H. Hilliard, 
Louisville, Kentucky; James J. Minot, 
Jr., Boston; Harvey Roney, Los An- 
geles; and John K. Starkweather of 
New York. 


N contrast with the position taken by 
the Investment Bankers Association 
in protest against the proposed competi- 
tive bidding rule was a statement by the 
investment banking firm of Otis & Co. 
of Cleveland, Ohio, long an advocate of 
the competitive bidding principle. It was 
as follows: 


The brief against competitive bidding for 
utility securities which the Investment Bank- 
ers Association has just filed with the 
Securities and Exchange Commission is 
nothing more than a restatement of the time- 
worn arguments developed by the bene- 
ficiaries of the present monopolistic condi- 
tions in the securities underwriting business. 

The IBA brief, which purports to answer 
the recent report of the SEC’s utility division 
in favor of bidding for securities of utilities 
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under SEC jurisdiction, fails to square with 
the facts. The record shows that issuer, 
dealer, and investor, alike, have for years 
benefited from the use of sealed bidding for 
municipal bonds and railroad equipment 
trust certificates. No amount of wordy 
speculation can brush aside the demonstrated 
success of bidding for these types of 
securities. 

The greatest weakness of the IBA brief, 
however, is not in what it contains but in 
what it omits. The real issue involved in 
the competitive bidding controversy is 
simple and straightforward. Is the continued 
concentration of a major part of the securi- 
ties underwriting business in the hands of a 
few investment banking houses defensible in 
a democracy? By continuing to ignore this 
question which was exhaustively considered 
in the SEC report, the IBA does neither its 


Courtesy, The Cleveland Plain Dealer 
“ARE YOU SURE THIS IS THE CHESAPEAKE & OHIO LINE?” 


members nor the public the service they have 
a right to expect. 


Mr. Connely answered this statement : 


I am not surprised at the general tenor of 
the Otis statement. It is in line with previous 
public statements by Otis & Co., whose views 
on compulsory bidding are well known to be 
in complete disagreement with the large 
majority of our members. 


Mr. Connely suggested that because of 
the promptness of the Otis statement, 
and in view of the scarcity of complete 
copies, that the Otis firm might have 
drawn its conclusions from news ac- 
counts rather than an exhaustive study 
of the full text of the IBA brief. 
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New Deal Substitute for Logan-Walter Bill 
Favorably Received 


: > reaction to the report of the so- 
called Acheson Committee, on the 
subject of reforming administrative pro- 
cedure by regulatory bodies, appeared 
quite favorable in view of earlier critical 
comments on the work of this committee. 
Friends of the Logan-Walter bill (ve- 
toed in such a vigorous fashion by Presi- 
dent Roosevelt a few weeks ago) ex- 
pected little more from the Acheson 
Committee than a recommendation for a 
watered down and badly mutilated sub- 
stitute for the Logan-Walter bill. 

Indeed, some of the more zealous ad- 
vocates of the Logan-Walter bill had 
openly charged that the Acheson Com- 
mittee was chiefly a dilatory device 
created by the friends of the administra- 
tion for the purpose of stalling the 
progress of the Logan-Walter bill in 
Congress. The considerable delay of the 
Acheson Committee in bringing forth its 
report on administrative reform lent 
some color to this accusation. 

The final emergence of the report on 
January 26th, however, showed that.the 
committee had not only considered and 
given weight to the complaints against 
administrative abuse, but had embarked 
on a rather original course of reforming 
such abuses. Instead of being an apology 
for the present procedure of such regula- 
tory agencies as the FCC, the SEC, and 
the FPC, the report freely grants the 
opportunities for evil under such a sys- 
tem, and recommends reforms. 


La principal feature of the Acheson 
Committee proposal is the creation 
of a new Office of Federal Administra- 
tive Procedure for continuous review of 
the practices of other administrative 
agencies. Another feature was the pro- 
posal to separate the judicial from the 
ministerial or prosecutive functions with- 
in the agency itself. Just how to accom- 
plish this is a difficult problem—some- 
thing like a mental resolve not to let the 
right hand know what the left hand is 
doing. 


At present, regulatory agencies such 
as the SEC profess to have attained a 
considerable degree of independence be- 
tween their “commission en banc” and 
the commission staff. The latter op- 
erates as a sort of district attorney to en- 
force the Holding Company Act, while 
the commission en banc acts as a court, 
sometimes overruling recommendations 
of its own staff and sometimes appear- 
ing to have little or no advance know!- 
edge of such recommendations before 
the actual day of hearings. 

However, the practical difficulty of 
severing ministerial from the judicial 
functions within the framework of the 
same commission organization to sucha 
degree that everybody is satisfied con- 
cerning the independence of the two 
functions is immediately apparent. The 
Acheson Committee proposes that one 
method would be the creation of rela- 
tively independent “hearing commission- 
ers,” nominated by the particular regu- 
latory agencies, but actually appointed 
after investigation, by the new Office of 
Federal Administrative Procedure. 

The committee answered the familiar 
outcry against “hip-shooting rules” with 
the recommendation that, except in spe- 
cial cases, rules and regulations adopted 
by administrative agencies should not 
take effect until forty-five days after 
publication so that interested persons 
might meanwhile submit their views and 
comment. Incidentally, such publication 
would be definitely required—a practice 
which has not always prevailed in the 
early history of some of the New Deal 
regulatory agencies—although much im- 
proved since the Supreme Court criti- 
cism in some of the test cases involving 
such agencies. 


——_ contribution of the Ache- 
son Committee is in the form of a 
recommendation for “declaratory” of 
advance rulings to eliminate uncertain- 
ties. The resistance of strict legalists 
against so-called “prophylactic” or pro- 
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hibitive types of administrative justice 
apparently did not impress the Acheson 
Committee. Under its proposal any per- 
son or party wishing to know his rights 
and obligations in a specific situation 
could request and obtain a ruling by the 
agencies. 

Because of the broad variation in the 
type of agencies studied, the committee 
found it necessary to make particular, as 
well as general, recommendations for 
certain agencies. Thus, there are de- 
tailed suggestions for numerous bureaus, 
including regulatory boards charged with 
the regulation of certain phases of utility 
operations. 

This type of treatment, incidentally, 
was believed to remedy one difficulty of 
the Logan-Walter bill which sought by 
broad limitations to correct unwise or ex- 
clusive delegation of powers by Con- 
gress in individual laws to particular 
commissions. The committee report sug- 
gests that such blunderbuss type of legis- 
lation could hardly cure the evils of an 
unwise grant of power to the NLRB or 
the FCC, or some other board. In other 
words, particular statutory shortcomings 
require particular statutory correction. 
There is no alternative for separate treat- 
ment. Instead, the danger of a broad re- 
formatory short cut may be the hamper- 
ing or crippling of certain regulatory 
powers which Congress might never 
have intended to touch at all. The New 
York Times stated: 


The recommendations of the Acheson 
Committee are too numerous, specialized, 
and technical for any blanket judgment to 
be passed upon them now. Both the ma- 
jority report and the two sets of minority 
views, which go even farther in their sug- 
gested reforms, will require the most care- 
ful study. But there is no reason mean- 
while for withholding praise of the fine 
judicial spirit of the report, and the obvious 
thoughtfulness and expert knowledge that 
have gone into it. This is precisely the sort 
of authoritative preliminary study that a re- 
form of such a sweeping nature must have. 
It was this sort of study that led to the very 
necessary and sound revision of the Social 
Security Act. It is the sort of study that the 
British make through a royal commission, 
but which we have hitherto made use of all 
too rarely. 


The Acheson Committee was com- 
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posed of eleven members headed by 
Dean G. Acheson, Assistant Secretary of 
State. The members were appointed by 
the Attorney General some months ago. 


MINORITY statement was signed by 
Carl McFarland, former Assistant 
Attorney General under Homer S. Cum- 
mings; E. Blythe Stason, dean of the 
University of Michigan law school; and 
Arthur T. Vanderbilt, former president 
of the American Bar Association. 

Chief Justice D. Lawrence Groner, of 
the District Court of Appeals, filed a 
separate memorandum in which he con- 
curred with some of the views of the 
minority, though declining to support the 
legislative recommendations of either 
majority or the minority. 

Concerning judicial review, the mi- 
nority recommended: 


Until Congress finds it practicable to ex- 
amine into the situation of particular 
agencies, it should provide more definitely 
by general legislation for both the availabil- 
ity and scope of judicial review in order to 
reduce uncertainty and variability. 

As the committee recognizes in its report, 
there are several principal subjects of ju- 
dical review—including constitutional ques- 
tions, statutory interpretation, procedure, 
and the support of findings of fact by ade- 
quate evidence. 

The last of these should, obviously, we 
think, mean support of all findings of fact, 
including inferences and conclusions of 
fact, upon the whole record. 

Such a legislative provision should, how- 
ever, be qualified by a direction to the courts 
to respect the experience, technical compe- 
tence, specialized knowledge, and discre- 
tionary authority of each agency.... 

On the other hand, and again to offer 
only a single example, if Congress should 
desire only a minimum of review of fact 
questions arising under employees’ compen- 
sation legislation, these, too, could be singled 
out for special treatment. 

Without attempting to analyze the various 
types of cases and to formulate the proper 
standard of review to be applied to each, a 
few general observations may be made. 


The minority stated that, though the 
judiciary cannot be expected to do the 
work of administration, it should be 
utilized to protect against clear error. The 
graver the possible effects of the error, 
the more searching should be the judicial 
power of review. 


FEB. 13, 1941 





Court Test Seen 


 Pageareinoner of leading public utility holding 
companies controlling utility properties 
with an asset value of approximately $6,000,- 
000,000 were reported to be virtually of the 
unanimous opinion that the “yardstick” inte- 
gration report issued by the Securities and 
Exchange Commission against the United Gas 
Improvement Company late in January would 
lead to a court test by the utility industry of 
the constitutionality of the so-called “death 
sentence” clause of the Holding Company Act. 

In its findings in the UGI integration case— 
issued by the commission in the form of a 
tentative plan of integration for the company 
—the SEC held that the holding company 
should confine its operations to a single inte- 
grated region in a tri-state area some 80 miles 
by 30 miles in size, with the Philadelphia Elec- 
tric Company as a base. Certain other non- 
utility properties held by UGI considered co- 
incidental to the operation of the system could 
be retained, the commission stated, but the 
holding company should divest itself of hold- 
ings in Arizona, Kansas, Tennessee, Connecti- 
cut, and New Hampshire. 

Should the commission’s report on UGI 
become final, the company would, be required 
to dispose of some $275,000,000 of book value 
assets, being allowed to retain about $350,000,- 
000 of utility properties. However, in com- 
menting on the SEC findings, officials of UGI 
indicated they did not agree with the commis- 
sion’s conclusions as to what constituted an 
integrated system. Further, they said, they 
did not agree with the commission’s view of 
the law. 

The holding company pointedly made ref- 
erence to the statement issued by Jerome N. 
Frank, chairman of the SEC, in connection 
with the integration report, to the effect that 
if the company disagrees with the commis- 
sion’s final decision, to be determined after 
hearings, it may carry the case to the courts. 
There was every indication in the UGI com- 
ment that, unless material revision were made 
in the integration report as it applies to the 
UGI system, the entire issue would be taken 
to the courts. 

Issuance of the SEC integration “yardstick” 
in the UGI Case marks the first such plan to 
be made public by the commission in connec- 
tion with the integration proceedings of the 


The March of 
Events 


Holding Company Act, which were started 
about six months ago. When the hearings 
started, UGI, with several other holding com- 
panies, requested tentative plans of integra- 
tion. With the UGI finding out of the way, 
it is expected, that integration reports will be 
issued shortly to other major systems. 

A canvass of leading utility executives 
brought forth varied, and for the most part, 
critical comment on the UGI report. 

“It is the strictest and narrowest possible 
interpretation of the integration clause of the 
law that could be laid down,” the president 
of one of the largest holding companies de- 
clared. “I am surprised at the length to which 
the commission went in limiting operations to 
a single system. Undoubtedly, if such an in- 
terpretation is to prevail, there will have to be 
a legal test of the law.” 

The chief executive of another system made 
the observation that, with the war raging in 
Europe and. industry in this country trying to 
do a full-time job on national preparedness, 
it “seemed rather peculiar that the SEC at 
such a time should attempt to disrupt regis- 
tered holding companies with such proceed- 
ings.” 

This particular executive, pointing out that 
the UGI system, according to the commis- 
sion report, would be limited to assets of about 
$350,000,000, raised the question as to how the 
commission would feel about such utility sys- 
tems as those serving cities like New York and 
Chicago, whose assets were $1,200,000,000 and 
$800,000,000, respectively. The Consolidated 
Edison Company of New York and the Com- 
monwealth Edison Company of Chicago, by 
virtue of the fact that they are not engaged in 
interstate commerce, do not fall under SEC 
jurisdiction within the provisions of the Hold- 
ing Company Act. 


SEC Issues New Form 


C—- upon utility holding companies for 
the first time to reveal their estimated 
earnings for the coming year and to break 
down “public relations” and advertising ex- 
penditures into several classifications, the Se- 
curities and Exchange Commission on Janu- 
ary 17th issued a new form for the annual 
reports which registered public utility holding 
companies must submit to the commission. 
The new form also requires utility holding 
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companies for the first time to state their open 
account indebtedness to associated companies 
and to disclose any profits which their officers 
or directors may have made by buying or sell- 
ing securities of the ery," company or any 

i 17(b) of the Hold- 


subsidiary in violation of § 
ing Company Act. | 
Another new requirement is that utility hold- 
ing companies must list all officers receiving 
$10,000 a year or more in aggregate compen- 
sation, whereas the minimum before was $20,- 


TNEC Suggests Laws 


A CONFIDENTIAL report containing specific 
recommendations for legislation to meet 
alleged industrial and investment problems 
arising from “concentration of economic 
power” was recently reported in final stages 
of preparation by a group of Temporary Na- 
tional Economic Committee experts. Because 
of the nature of the document, Chairman 
O’Mahoney was said to have decided that it 
must go to the full TNEC group for review 
and revision before it is made public. Hereto- 
fore, other reports of the TNEC staff have 
been cleared through a 3-man subcommittee 
on review. 

The TNEC’s final report would be made to 
Congress and it was anticipated by some mem- 
bers that the report of the committee staff 
would form the basis for TNEC legislative 
recommendations. 

There was reported to be grave doubt among 
some committee members, as well as New 
Deal officials, however, whether any of the 
committee’s proposals would reach the enact- 
ment stage at this session of Congress. Chair- 
man O’Mahoney said that “little attention is 
likely to be paid for the present to what we 
may Offer.” 


Power Grid Seen 


ioe Bonneville Administrator U. J. 
Gendron recently stated that completion 
of a 650-mile, triangular-shaped, 230,000-volt 
transmission grid linking Bonneville, Puget 
Sound, and Grand Coulee would be the pri- 
mary job if Congress approved President 
Roosevelt’s budget message proposing $12,- 
957,900 for the Bonneville Power Adminis- 
tration. 

Nearly $7,000,000 of the proposed figure 
would be earmarked for closing the present 
gap by construction of a line between Grand 
Coulee and Covington, near Puget Sound, and 
a new, third circuit between Bonneville and 
Vancouver, Gendron said. 

Not only would these two units close the 
gap in the 650-mile circle, said Gendron, but 
they would link both Grand Coulee and Bon- 
neville dams with the major population cen- 
ters of Oregon and Washington and strength- 
en the agency’s ability to meet defense and 
peace-time needs. 
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Another $2,000,000 of the proposed appro- 
priation would be reserved for lines from 
Grand Coulee dam, soon to go into production 
of a to transmit defense loads, Gendron 
stated. 


Ask Power Agency 


HE formation of a separate regional 

agency with the form, rights, and powers 
of a public corporation to administer Federal 
power facilities in the Northwest was recom- 
mended to the National Resources Planning 
Board recently by the Pacific Northwest 
Planning Council. 

The council, which met last month in Spo- 
kane, Washington, asked that the power 
agency be unburdened financially with “other 
types of service incapable of self-support.” 

Walter C. Clark of Kellogg, Idaho, repre- 
senting the Idaho State Planning Board, led 
the discussion with a plea for the develop- 
ment of power, reclamation, and flood control 
under separate, but codperating, agencies, 
making the Bureau of Reclamation and the 
Army Engineering Corps as the logical or- 
ganizations to handle the latter two programs. 

Working with Clark are David Eccles, ex- 
ecutive secretary to the governor of Oregon; 
D. P. Fabrick, chairman of the Montana State 
Planning Board; B. H. Kizer, chairman of 
the Washington State Planning Council; and 
Consultant R. F. Bessey of Portland. 


ICC and Competitive Bidding 


HE Interstate Commerce Commission was 

recently reported to be giving “serious 
consideration” to proposals that it extend to 
some other forms of railroad financing the 
competitive bidding rule it now employs in 
connection with the sale of equipment trust 
certificates. (See page 234.) 

Whether the commission planned any action 
in the near future to require competitive bid- 
ding on other types of rail issues was not 
known, but the ICC finance division was re- 
ported to be inclined to favor sealed bids on 
the underwriting of high-grade terminal is- 
sues and “other comparatively simple” issues. 

That the commission was giving considera- 
tion to this matter was disclosed in a letter 
by Chairman Joseph B. Eastman to Otis & 
Co., Cleveland investment firm. The chair- 
man’s letter was in response to a telegram 
from Otis & Co. in which the ICC’s attention 
was directed to recommendations made re- 
cently by the Securities and Exchange Com- 
mission’s public utilities division that a com- 
petitive bidding rule be adopted for all utility 
issues over $1,000,000. The company inquired 
as to whether the ICC would favor such a 
rule for additional railroad financing, particu- 
larly terminal issues. 

Chairman Eastman said the division of the 
ICC which deals with such matters was in- 
clined to regard with favor the extension of 
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such bidding to terminal issues and other 
comparatively simple situations “and is also 
watching with much interest the experiments 
being made by the Securities and Exchange 
Commission.” 

The ICC has required that railroad equip- 
ment issues be offered at competitive bidding 
since 1926, but has never seen fit to extend 
the principle to other types of railroad financ- 
ing. 


New Rates to Bring Saving 


ee revisions and elimination of develop- 
mental surcharges and amortization an- 


nounced by the TVA recently, would result in 
savings of more than $39,000 annually to 
power customers of 10 municipal and codpera- 
tive distributors of power. Knoxville already 
operates under these rates and will not be af- 
fected, it was announced. 

Rate revisions reportedly would account for 
savings of $28,443 to commercial and indus- 
trial consumers in Lewisburg and Newbern, 
Tennessee; Sheffield, Alabama; Starkville, 
Tippah, Columbus, and Prentiss county, Mis- 
sissippi. 

Lewisburg, Prentiss county, Tippah, and 
Tuscumbia, Alabama, would save about $10,- 
000 through lifting of the surcharge. 


Arizona 


River Authority Bill Introduced 


OVERNOR Sidney P. Osborn’s Arizona 

Water and Power Authority bill, said by 
the administration to be the solution to some 
of the state’s economic ills and designed to 
put to beneficial use resources of the Colorado 
river, was introduced in the legislature on 
January 24th. 

The proposal, covering 147 pages, is one of 
the major pieces of legislation sought by the 
Osborn administration. It was introduced in 
the state senate by Senator William Coxon of 
Pinal county. Seeking a $250,000 special ap- 
propriation and creating a power authority 
of three members, whose salaries would be 
$15 a day, not to exceed $3,000 annually, the 
measure was said to have two principal pur- 
poses. 

Under the proposed authority, control and, 
administration of the water and power re- 
sources of the Colorado river would pass to 


the new body from the Colorado River Com- 
mission. The bill also provides that the river 
authority would take over the functions of 
state water commissioner, state certification 
board, board of reservoir control, and similar 
units whose powers and duties should, the ad- 
ministration said, be concentrated in a central 
authority. Objectives of the authority under 
the law would be the development of the water 
and power of the river and, its tributaries by 
means of primary projects initiated by the 
authority or by cooperation with local organi- 
zations. 

The $250,000 special appropriation would be 
returned to the state treasury when Arizona 
receives its share of revenue from sale of 
Boulder dam power. There is $900,000 due 
the state for 1938, 1939, and 1940 and another 
$300,000 due this year. 

The bill was said to embrace substantially 
the proposals sponsored during the past five 
years by various groups. 


California 


New Commissioners Take Seats 


HE three new members of the Los Angeles 

Board of Water and Power Commission- 
ers, Edward A. Dickson, Clinton E. Miler, and 
C. Clarke Keely, were welcomed at their first 
meeting of the board in mid-January by 
President James B. Agnew and Commissioner 
William Himrod. Their nominations were 
made by Mayor Bowron and confirmed by the 
city council after an appointment deadlock of 
several months. 

Agnew and Himrod took occasion to thank 
the retiring member, W. R. Fawcett, for his 
work on the board and to express their appre- 
ciation and “the appreciation of this depart- 
ment and the water and power users of the 
city for the unselfish, courageous, and very 


effective service that he has rendered as 2 
member of this board.” 


Proposes Change in Water 
Litigation 
NDER terms of a bill introduced in the state 
assembly on January 20th, municipalities 
or other political subdivisions would be placed 


on the same footing with individuals or private 
corporations in certain forms of water litiga- 


tion. 

The bill was directed at the right of pre- 
scription enjoyed by political subdivisions in- 
volved in litigation over water rights. A case 
illustrative of the situation complained of by 
proponents of the measure was described as 
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the litigation involving the city of Pasadena 
and other water users drawing water from 
the underground basin tapped by Pasadena. 
Similar litigation might be expected involving 
other municipalities which are members of the 
Metropolitan Water District, it was said. 


Rate Cut Expected 


ATE reductions totaling about $1,000,000 for 

consumers of the Southern California 
Edison Company were recently reported to be 
under consideration by the state railroad com- 
mission. This was disclosed when a study of 
the utility’s assets was made public to several 
representatives of cities and counties served 
by the company. Presenting a preliminary re- 
port, Director E. F. McNaughton of the pub- 
lic utilities department of the commission said 


the nature and amount of the rate reductions 
had, not been established. 

Estimating the earnings and expenses for 
the company in 1941, the report anticipated a 
net revenue of $22,202,264 as against a rate 
base of $348,447,000, which gives a return rate 
of 6.37 per cent. Operating expense totals 
$26,169,236. Allowing the utility, which serves 
a territory of 12,000 square miles having a 
population in excess of 1,500,000, a flat rate of 
return of 6 per cent, the commission expects 
the electric rate reductions to total about 
$1,000,000. 

E. F. Reynolds, engineer for the board of 
education, suggested the commission ask the 
utility to adopt one standardized rate for 
schools. At present schools are being served 
through different lines for their various de- 
partments. 


Colorado 


Chamber Backs AVA Fight 


OVERNOR Ralph L. Carr, at a recent meet- 
G ing of the board of directors of the 
Colorado state chamber of commerce, made 
an urgent recommendation for codperation of 
Colorado business and agricultural interests to 
bring about the defeat in Congress of the 
Arkansas Valley Authority bill, which pro- 
poses construction of power-generating units 
on the Arkansas river watershed. 

The governor stressed the fact that enact- 
ment of the AVA bill would jeopardize Colo- 
rado’s water rights and endanger the state’s 
future. He urged that business and agricul- 
ture unite with the Colorado chamber in an 
organized protest to Congress. Unanimous 
approval of the governor’s request was voted 
by the board of the state chamber. 

L. Ward Bannister, Denver attorney and 
director of the Chamber of Commerce of the 
United States, and Clifford H. Stone, director 
of the Colorado water conservation board, 


supported Governor Carr’s recommendation. 


Would Abolish Commission 


MEASURE introduced in the state house of 

representatives of the thirty-third gen- 
eral assembly on January 15th by Representa- 
tive A. Dean Coleman of Boulder, Republi- 
can floor leader, would abolish the state public 
utilities commission and create a new depart- 
ment to take over the duties of that body. 

As majority floor leader, Coleman presented 
the administration bills sponsored by Governor 
Ralph L. Carr, but refused to state whether 
the public utilities measure was included in 
the governor’s official program. 

Coleman also presented two bills to control 
loan companies and industrial banks as recom- 
mended by Governor Carr in his address to the 
assembly. Other bills would impose a state 
franchise tax on public utilities and prohibit 
retail merchandising by public utility power 
companies. 


Florida 


Rate Cut Demanded 


Iry Commissioner R. C. Gardner de- 

manded a reduction in Miami’s electric 
and water rates recently, but neglected to move 
formally for a rate inquiry. Gardner, identi- 
fying himself as “the people’s representative,” 
inferred he expected to be alone in ordering 
the Florida Power & Light Company to cut 
its charges by an approximate $1,000,000 an- 
nually, 


_He was challenged, however, by Commis- 
sioners C, D, Van Orsdel and Fred W. Hosea, 
who predicted unanimous support should a 
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fact-finding inquiry establish overcharges by 
the company. Commissioner Gardner was ex- 
pected then to move for the investigation after 
a pending motion had been cleared, but his op- 
portunity was overlooked. 

Gardner’s demand occurred after the pre- 
sentation of a resolution extending, for the 
sixth time since 1938, permission to the Florida 
Power & Light Company to use optional rates 
instead of those prescribed by Ordinance 1066. 
Permission was granted. 

“So long as we don’t ask for a reduction,” 
said Gardner, “the power company won’t give 
it to us—and I don’t blame them.” 
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Illinois 


Settle Tax Dispute 


prhaooge ad of protested personal property 
taxes between the Peoples Gas, Light & 
‘Coke Company and officials of Cook county, 
recently arranged, would enable the company 
to transfer to surplus a substantial portion of 
the tax reserves it had set up. 

By making a settlement of its protested per- 


sonal property taxes through the immediate 
cash payment of $2,825,903 thereon, the com- 
pany obtained a waiver of $3,500,000 in the 
claims which were being litigated with Cook 
county. As a part of the settlement, the basis 
for the company’s future personal property 
assessment was revised to eliminate items on 
which levies were formerly made, but which 
had become largely nonexistent. 


Indiana 


Gas Rates Approved 


HE public service commission, in an inter- 
locutory order, recently approved a sched- 
ule of gas rates submitted by the Hoosier Gas 
Corporation, serving Vincennes, Washington, 
and Princeton and adjacent rural territory. 
The commission’s order held the present rates 
to be unfair and unreasonable. 
The corporation was ordered, however, to 
file a report every sixty days, beginning March 
15th, on the results of its operations under the 


new rates and of efforts being made to obtain 
a cheaper supply of gas. Commissioner William 
A. Stuckey indicated the rate case might be 
reopened after a study was made of the opera- 
tions under the new schedule. 

The commission held that the operating loss 
complained of by the corporation was “al- 
most wholly due” to the failure of the gas 
supply formerly available from near-by Indi- 
ana fields. The corporation was compelled to 
purchase its supply from the Kentucky Natu- 
ral Gas Corporation, it was found. 


Maryland 


Commission Report 


OWER companies operating in Maryland 

built more than 960 miles of new rural 
power lines in the 1940 fiscal year, compared 
with 550 miles the previous year, the state 
public service commission reported last month. 
The extension of rural power facilities was 
encouraged by the commission, the report 
said. Figures compiled as of last June 30th 
showed 16,500 farms in Maryland were re- 
ceiving electric service. 

The commission also reported an increase 
of 23,000 telephones in the fiscal year by the 
Chesapeake & Potomac Telephone Company 
of Baltimore City. Approximately half of the 
stations added were in the smaller towns and 
rural areas. A survey was started last year 
to determine all communities in Maryland 
which were without telephone service. There 


were eight such communities at the beginning 
of 1940, the commission asserted, and “by the 
end of the year service had been extended, to 
four of these.” 

Seven power utilities reduced their rates last 
year because of negotiations with the commis- 
sion. The largest of these reductions was one 
amounting to approximately $115,000 a year, 
negotiated with the Potomac Electric Power 
Company. 

The commission also called attention to its 
investigation of the rates of the Claiborne- 
Annapolis Ferry Company, which resulted in 
an order to reduce rates by $54,000, and in an 
appraisal on which was based the subsequent 
purchase agreement with the state. 

Looking forward to 1941, the commission 
predicted a sizable expansion of utility capac- 
ity to meet the demands of the national defense 
program in Maryland. 


Michigan 

of them Detroit horme owners who use gas 
supplied by the Michigan Consolidated Gas 
Company to heat their homes. The objectives 
of the organization, according to R. G. Aron- 
stam, chairman of the committee, are “to pro- 
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Gas Users Unite 


"iy rismery ped of the Metropolitan Gas 
Users’ League was completed recently at 
a meeting of approximately 250 persons, most 
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yide temporary relief to gas users from ex- 
orbitant gas rates and to work for a reason- 
able rate.” ; 

New gas rates recently established by the 
gas company, as ordered by the Michigan Pub- 
lic Service Commission, cut the rate for most 
types of gas usage but increased the rate for 
gas furnace heating. Various proposals were 
brought up at the meeting. One man suggested 
that members of the organization discontinue 
the use of all types of gas utilities in their 
homes. Another suggested that the Recon- 
struction Finance Corporation be asked to 
provide Detroit with funds to install com- 
peting gas lines. 

Speakers included Norman H. Patterson, 
city commissioner of public utilities, who an- 
nounced he had conferred with Prosecutor 
William E. Dowling concerning gas rates. 
According to Patterson, Dowling advised all 


persons not satisfied with the new gas rates 
to mail complaints to him so the complaints 
could be brought before the state public serv- 
ice commission. 

Governor Van Wagoner recently revealed 
his interest in the gas rate issue. 

A house investigation of gas rates in the 
Detroit metropolitan area was proposed in 
a resolution recently offered by state Rep- 
resentatives William G. Buckley, of Detroit, 
and Frank J. Calvert, of Highland Park. The 
resolution was sent to committee, and pro- 
posed that a committee of three members 
make an inquiry “with the end in view of cor- 
recting the situation, if necessary, through 
legislation.” Buckley said the recently ordered 
increase in space heating rates was one reason 
for the proposal. 

The commission was expected to reopen the 
case at a hearing February 5th. 


Minnesota 


Pipe-line Control Opposed 


Yi St. Paul city council last month 
unanimously voted opposition to proposed 
legislation placing regulation of natural gas 
companies in cities under jurisdiction of the 
state railroad and warehouse commission. 

The council adopted a resolution memorial- 
izing the Ramsey county delegation in the state 
legislature to fight the proposal, sponsored by 
the Natural Gas Consumers Research Bureau, 
Inc, Minneapolis, which would designate all 


pipe lines in the state as common carriers. 

William Parranto, commissioner of public 
utilities, asserted the proposal would be an- 
other step in the direction of stripping cities 
of self-governing powers, 

Parranto last month introduced in the city 
council an ordinance to grant a l-year permit 
to the People’s Natural Gas Company to op- 
erate in the city. The permit would be the 
second for this company of three which are 
allowed by the city charter before it must have 
a franchise voted on by the public. 


Mississippi 


Rate Fight Back in Court 


EVERSING a district court judgment, the fifth 
R Federal Circuit Court of Appeals on Jan- 
uary 17th held that a suit by the Mississippi 
Power & Light Company involving its gas 
contract with Jackson, Mississippi, was within 
the district court’s jurisdiction. 

The petition of the company had been dis- 
missed June 18, 1940, by Judge S. C. Mize on 
a motion by the city that the court was with- 
out jurisdiction, because, the defendant argued, 
the suit in effect was one to enjoin the rate- 
making privileges of a political subdivision. 

_Reviewing the petition of the company, the 
circuit court found that the company had a 
contract to furnish gas at a fixed rate from 
the Jackson field, with an optional provision to 
seek gas elsewhere for Jackson use; that the 
Jackson field now is insufficient and that the 
company is utilizing foreign sources; that the 
city refuses to recognize the changed condi- 
tions and to fix-reasonable rates for the pipe- 


line gas the company is compelled to furnish. 

The company asked the district court to de- 
cide either (1) that the company has the right 
to furnish pipe-line gas from other than the 
Jackson field and that the old rates do not 
apply, or (2) that, if the company does not 
have the right to furnish pipe-line gas from 
elsewhere, it has a right to discontinue sup- 
plying the city. 

Remanding the matter to the district court, 
the appellate court in its opinion stated as 
follows: 

“Neither in terms nor in purpose does the 
act (the Johnson Act on which was based the 
motion for dismissal for lack of jurisdiction) 
extend to cases of this kind where rates as 
such are not in question, and neither injunc- 
tive nor other suspensive orders are asked for, 
but there is merely an invocation of jurisdic- 
tion, under the declaratory judgment act, to 
determine and declare rights under a contract 
which must be settled and determined before 
either party can safely or justly proceed.” 
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Missouri 


Utility Company Indicted 


HE Union Electric Company of Missouri 

and Louis H. Egan, its president from 
1920 to 1939, were indicted by a Federal grand 
jury on January 17th on a charge of con- 
spiracy to violate the Public Utility Holding 
Company Act of 1935. 

The indictment alleged that financial con- 
tributions, which are prohibited by the act, 
were made “to and in support of political 
parties” and “in connection with candidacies, 


nominations, elections, and appointments,” 

The company’s political activities in behalf 
of itself and subsidiaries were declared to have 
extended from the government of the United 
States to “the governments of the states of 
Missouri and Illinois, and political subdivi- 
sions, agencies, authorities, and instrumentalj- 
ties of said states.” 

Frank J. Boehm and Albert C. Laun, former 
vice presidents of the $250,000,000 utility sys. 
tem, were named as conspirators but not as 
defendants in the indictment. 


Nebraska 


Seeks Authority to Sell 


HE Iowa-Nebraska Light & Power Com- 

pany, a Delaware corporation, having its 
principal business office at Lincoln, Nebraska, 
recently applied to the Federal Power Com- 
mission for authority to sell the major portion 
of its electric utility system in the state of 
Nebraska to the Consumers Public Power 
District of Nebraska at a proposed purchase 
price of $19,465,000, subject to certain adjust- 
ments. 

The proposed sale, according to the appli- 
cation, would comprise all of the applicant’s 
Nebraska electric utility system except the 
66,000-volt transmission line from the substa- 
tion at Plattsmouth, Nebraska, to the Missouri 
river crossing. The gas utility systems op- 
erated in Nebraska, Iowa, and Missouri, and 
the electric properties in Iowa and Missouri 


were not included in the company’s petition 
for authority to sell. 

The application stated that the facilities pro- 
posed to be sold are located in 28 Nebraska 
counties and include three principal steam- 
generating plants, two at Lincoln and one at 
Norfolk, Nebraska, having total installed ca- 
pacity in excess of 40,000 kilowatts; 1,341 miles 
of transmission line, and 525 miles of farm 
lines; all substations serving communities in 
which energy is sold; and distributing systems 
in 94 cities and villages in Nebraska and the 
adjacent rural areas, furnishing service to 
more than 46,000 customers. 

A copy of the agreement of sale dated Jan- 
uary 18, 1941, between the applicant and the 
Consumers Public Power District, for which 
approval was sought, was one of several ex- 
hibits filed with the FPC as part of the ap- 
plication. 


New Jersey 


Wins Tax Appeal 


BBs Essex County Tax Board dismissed 
late last month $203,015,509 in intangible 
personal assessments for 1939 filed against 24 
subsidiaries of the Public Service Corporation 
by the city of Newark. The board ruled that 
the intangibles, consisting largely of cash and 
securities, were exempt from taxation by the 
city under Chapter 8 of the tax laws of 1938, 
because utilities are subject to franchise and 
gross receipts taxes. If upheld by the board, 
the assessments would have allowed Newark 
to collect $9,846,252 in taxes from the com- 
panies, 

The city never before sought to tax the in- 
tangibles of the utilities. It was attempted this 
year by Finance Director Vincent J. Murphy 
under a contract authorized by the city com- 
mission with Alfred L. Kirby, former presi- 
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dent of the Newark Tax Board. Under the 
contract Mr. Kirby, who argued that the tax 
law had been changed to permit assessments, 
was to receive a percentage of any tax collec- 
tions resulting. 

Previously the Monmouth County Tax 
Board was restrained by the state supreme 
court from making such assessments. 


Oppose St. Lawrence Project 


T HE New Jersey senate adopted on January 
21st a resolution memorializing Congress 
to turn down the proposal that the United 
States collaborate with Canada in construc- 
tion of a St. Lawrence river waterway. | 

Senate Majority Leader Alfred E. Driscoll, 
sponsor of the resolution, said construction of 
the waterway would divert commerce from 
New Jersey ports. 
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New York 


Measures Reintroduced 


ENATOR Coudert of Manhattan last month 

reintroduced two measures in the state leg- 
islature on wire tapping and unreasonable 
searches and seizures which were passed in 
both houses last year under separate sponsor- 
ship, but which died in the closing hours of the 
session because of the failure of either house 
to enact a bill identical with one passed by the 
other house. Governor Lehman, in his message 
to the legislature, recommended that the bills 
be passed this year. 

The bills would provide that no evidence 
gained by wire tapping would be admitted into 
court or any investigation unless an ex parte 
order has been granted permitting the tapping. 
Before an ex parte order might be granted, the 
police officials must inform the court that they 
believe that there are reasonable grounds that 


evidence of a crime can be obtained by the 


tapping. 


The court must satisfy itself of the need 
for such tapping before issuing the order, and 
all such orders are to be given only for a period 
of not more than six months. 

In the state assembly, Robert J. Crews, 
Brooklyn Republican, reintroduced two anti- 
discrimination measures which he sponsored 
last session. The first prohibits employment 
agencies from discriminating because of race, 
creed, color, or religion and makes agencies 
found guilty of discriminatory practices liable 
to suspension or revocation of their state li- 
cense. 

The second prohibits discriminatory prac- 
tices by utility companies. Violations by utility 
officials constitute a misdemeanor, punishable 
by a fine of from $100 to $500 or a jail sen- 
tence of from thirty to ninety days, or both. 


x 
Oklahoma 


Review of Cases Urged 


Fg 2% of the law to keep public utility 
rate litigation out of the Federal courts 
was proposed in a bill introduced last month 
in the state house of representatives by Robert 
A. Hert, of Payne county. 

The bill, which would vitalize the Federal 
Johnson Act in Oklahoma, provided for ju- 
dicial reviews by the state supreme court of 
utility rate cases appealed from the state cor- 
poration commission, instead of the reviews 
now made in such appeals. Under present pro- 
cedure, Hert explained, rates fixed by the state 
commission may be changed by the state su- 
preme court if, during an appeal, the court 
considers the rates set unfair. 

Because the court has this rate-fixing au- 


thority, he added, the utility affected may take 
the case into Federal District Court and the 
Federal court may fix rates. 


Grand River Dam Case 


er conflict between the Federal govern- 
ment and Governor Leon C. Phillips of 
Oklahoma, who called out the militia last year 
to prevent completion of the Grand River dam, 
was taken under consideration on January 15th 
by the United States Supreme Court. 

The Grand river project received $6,562,000 
from the government, which also purchased 
$11,563,000 of the bonds as part of a public 
works program. Thereafter a dispute arose be- 
tween Oklahoma and the government over 
payment for roads and bridges to be flooded. 


Pennsylvania 


Rate Cut Proposed 


Hn state public utility commission was re- 
cently reported considering a proposal of 
the Philadelphia Electric Company to cut its 
rates $3,000,000 a year. The offer was made 
by Horace P. Liversidge, company president, 
at a conference with the commission in Harris- 
burg on January 15th. The sum, contrasting 
with the company’s original offer of $1,300,000, 
was said to meet the lowest figure set by com- 
mission members. 

Demands of individual members of the 5- 
man commission, which launched an investi- 
eee of the company’s rates and service last 

ovember, range to $5,000,000. The state utility 
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commission was expected to accept the new 
offer. 

Such a slash would be spread among con- 
sumers in various classes by a rate schedule 
to be prepared by the company subject to com- 
mission approval. 


“Bootleg” Trucking Decried 


Ben state public utility commission warned 
recently that it would combat “bootleg 
trucking” if necessary to protect carriers who 
operate under regulation by the commission. 

The commission made final two orders af- 
fecting the moving of household goods by 
truck—one which sets a “little NRA” scale of 
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minimum prices for hauls of 40 miles or more 
and another which establishes weight as the 
basis for charges for moving household goods. 
Several exceptions to the orders were dis- 


missed by the commission on the ground that 
the terms of the orders might be modified jf 
they proved burdensome. One group protested 
against the weight-rate order. 


* 


South Carolina 


Buys Power System 


HE South Carolina Public Service Author- 

ity last month purchased the properties of 
the South Carolina Utilities Company, of Con- 
way. This was the first of a series of pro- 
spective purchases the authority hopes to make 
of privately owned electric utilities in South 
Carolina. 

Negotiations have been under way for some 
time looking to the state authority’s ac- 
quisition of the properties of the South Caro- 
lina Electric & Gas Company, of Columbia, 


and the Lexington Water Power Company, 
which owns the large Lake Murray hydro de- 
velopment 16 miles north of Columbia. 
Approval of the state public service com- 
mission was necessary to complete the trans- 
action. John C. Coney, chairman of the com- 
mission, announced that a public hearing 
would be held on February 5th on the subject. 
The authority entered into an agreement 
with the utility company to pay approximately 
$750,000 for the properties. It was specified 
that actual transfer of the property take place 
between January 15th and March Ist. 


Tennessee 


Private Power Denied 


HE Tennessee Railroad and Public Utili- 

ties Commission recently denied a petition 
by T. F. Lance and 24 other suburban resi- 
dents of Franklin for a transfer in their serv- 
ice from an electric codperative to a private 
power company, it was announced by W. D. 
Hudson, member of the commission. 

The petitioners, all living near the terri- 
torial boundary between the Middle Tennessee 
Electric Corporation, distributor of TVA 
power, had charged the codperative’s rates 


5 


were higher than those of the Franklin Power 
& Light Company, also a distributor of TVA 
current. 

Hudson said that a contract between the 
power company and TVA provided that the 
company should not invade territory served 
by the codperative. 

Describing the case as the first of its kind 
in the nation, Hudson said the decision would 
affect the whole electric power system of the 
country. He continued: 

“We are not going to set a precedent for the 
invasion of territory by competitive utilities.” 


Utah 


Natural Gas Tax Proposed 


ENATOR George M. Miller, Democrat of 
Price, introduced a natural gas tax bill 
in the state legislature last month which would 
levy an excise tax of 2 cents per thousand 
cubic feet on all natural gas sold or delivered 


¥ 


for use within the state. It specified that this 
tax would be paid or absorbed by the gas 
corporation. The tax revenue would go into 
the state general fund, to be used for the reduc- 
tion of tuition fees charged by the junior col- 
leges and lower divisions of the University of 
Utah and Utah State Agricultural College. 


Washington 


To Vote on Power Issue 


B tier Spokane city council last month adopt- 
ed an emergency ordinance referring to 
the voters on March 11th the proposal for the 
city to take over the electric distribution sys- 
tem of the Washington Water Power Com- 
pany. 
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It was estimated that a municipal system 
would cost about $6,500,000. 

In another emergency ordinance, the coun- 
cil decreed that the Pacific Telephone & Tele- 
graph Company should pay the city $125 a day 
from last August 11th, when the old company 
franchise ran out, until a new franchise 1s 
signed. 
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The Latest 
Utility Rulings 


Notice of Sitaplification Proceedings 


Under Holding Company Act 


MOTION to dismiss the notice of, and 

order for, a hearing, or in lieu 
thereof to quash the return of service, in 
proceedings instituted by the Securities 
and Exchange Commission under § 11 
(b) (2) of the Holding Company Act, 
was denied by the commission where the 
motion was based upon the ground that 
the notice had not been served on stock- 
holders who do not reside within the 
continental United States. It was as- 


serted that certain securities were held 
by persons residing abroad and it was 
contended that under the provisions of 
the Federal Register Act publication in 
the Federal Register is deemed notice 
only to “persons residing within the 


continental United States.” 

Notice of and the order for hearing 
had, pursuant to commission direction, 
been sent to the respondent by registered 
mail, distributed to the press, mailed to 
those on the mailing list, and published in 
the Federal Register. The commission 
did not consider it necessary to decide 
whether the holding company stock- 
holders were entitled to notice, for even 
assuming the existence of such a right, 
it was held that its requirements were 
adequately met by the notice that had been 
given. It was observed, however, that the 
presence of security holders as such is 
not indispensable in these proceedings as 
the final order is addressed, by the terms 
of the Holding Company Act, § 11, only 
to a registered holding company or sub- 
sidiary thereof. The commission con- 
tinued : 

While our final order may deal with the 

rights of stockholders, it will be addressed 

only to the corporations, and any effect these 
proceedings may have on the rights of stock- 
holders will result from such action as the 
respondents take pursuant to the order. 
Consequently, as to respondents’ stock- 
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holders, the proceeding would appear to be 
essentially in rem, the res being either the 
corporation itself or the relationship of the 
security holders to each other and to the 
corporation, springing from the corporate 
charter and the ownership of securities is- 
sued thereunder. The moving respondent, 
however, has its situs in Maine, under whose 
laws it was organized and where it is conse- 
quently domiciled. Moreover, the rights of 
respondent’s shareholders, as such, also have 
their situs in Maine, for rights arising from 
the ownership of stock are deemed, regard- 
less of where the certificates may be, to have 
their situs at the corporation’s domicile. 
Consequently, both respondent and the rights 
of its shareholders are within our jurisdic- 
tion which extends, under the act, through- 
out the nation. Under these circumstances, 
since the act does not specify the means of 
notice, we may, in our discretion, select any 
method of notice reasonably calculated to 
reach any stockholder to whom notice may 
be due. 


The Federal Register is the publica- 
tion prescribed by law for the advertising 
of notice of proceedings under the Hold- 
ing Company Act. Therefore anyone 
whose securities are likely to be affected 
by such proceedings might reasonably be 
expected, said the commission, to consult 
the Register as the one publication ordi- 
narily used for the advertising of such 
proceedings. The commission continued : 


Consequently the Register would appear 
to be at least as good a medium of notice as 
any privately owned newspaper circulated in 
continental United States. It follows that al- 
though the Federal Register Act does not, as 
a matter of law, make publication in the 
Register notice to those residing outside 
continental United States, there is no reason 
why we may not, in the exercise of our dis- 
cretion to choose a reasonable means of 
giving notice, select the Register as the 
medium for advertising the pendency of pro- 
ceedings before us. 


(Re Northern New England Co. et 
al. (File No. 59-15, Release No. 2464). 
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North Dakota Commission Considers Depreciation, 
Going Value, and Customer Contributions 


r the determination of proper rates 
for an electric utility company the 
North Dakota board allowed a 6 per cent 
return on a rate base determined by 
weighing the factors of original cost and 
reproduction cost. Evidence in support 
of going concern value was held to be in- 
sufficient where based upon development 
costs and early lag in earnings without 
proof as to whether these items had been 
charged to operating expense. 

The company had been accruing an- 
nual depreciation at a rate of 5 per cent 
of operating revenues, but this method 
and percentage had failed to provide for 
the actual retirements. The board said 
that the better method of calculating an- 
nual depreciation accruals is straight-line 
depreciation accounting based upon 
original cost of depreciable property. A 
4 per cent depreciation rate was ap- 
proved. It was said that the same fac- 
tors which cause annual depreciation are 
also responsible for the accrued depreci- 
ation or accrued loss in service value, 
and, accordingly, the rate base should be 
a depreciated figure. The commission 
continued : 

As applied to a depreciable utility plant, 
depreciation is the loss in service value not 
restored by current maintenance and in- 
curred in connection with the consumption 
or prospective retirement of the utility plant 
in the course of service from causes which 
are known to be in operation and against 
which the utility is not protected by insur- 
ance. Sound, consistent accounting would 
indicate that such depreciation must be com- 
puted on historical cost of the property. 
Any other basis would be an illusionary and 
fluctuating standard. The purpose of the 
annual accruals for depreciation is to re- 
place by money physical property of the 


company used in the public service, and if 
additional funds are needed to replace the 
depreciated physical property with other 
physical property in order to maintain a 
going plant, then such additional funds must 
come by way of additional investment from 
the owners. 


Amounts contributed by customers for 
construction were excluded from the 
rate base on the ground that it would be 
manifestly unfair and discriminatory as 
to other ratepayers to permit a utility to 
collect a return from the public on money 
contributed by others than the owners of 
the property. It was said that to permit 
such a return would be to allow the com- 
pany to collect funds for construction 
and then to secure from the public a re- 
turn on the value of that property. In 
view of the fact, however, that the prop- 
erty constructed by such contributions 
belongs to the company and the company 
was charged with the cost of maintenance 
and replacements, the inclusion of ex- 
pense of maintenance and depreciation 
in the operating expenses was allowed. 

No allowance was made for franchises 
and consents in the absence of evidence 
of cost. As a matter of fact it was said 
to be common knowledge and a fact of 
which the commission could take judicial 
notice that in North Dakota many towns 
pay the utility to extend its services. As 
to organization costs it was said that such 
costs of a corporation merged into an- 
other corporation should not be retained 
on the books of the new company. Ke 
Central Light & Power Co. (Case No. 
3802). For rulings to the same effect, see 
Re Interstate Power Co. (Case No. 
3803). 


e 


Approval of Sale Not Required 


rN application by a gas company to 
sell and by its affiliated company to 
purchase certain pipe lines and rights of 
way no longer useful to the first com- 
pany, but which would be essential to the 
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second company, was dismissed by the 
Pennsylvania commission for lack of 
jurisdiction, without prejudice. The sale 
did not involve the transfer of any con- 
sumers and there were no protests. 
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The commission expressed the view 
that no certificate of public convenience 
under § 202(e) of the Public Utility Law 
was required for the transfer of such 
property, not involving a transfer of 
patrons. Moreover, it was ruled that 
since this was a single or isolated trans- 
action covering the purchase or sale of 
fixed assets in which the monetary value 
of the consideration did not exceed one 
per cent of undepreciated book value, and 
not involving more than $50,000, the 
agreement between the companies did not 
require approval under the statute re- 
lating to approval of agreements between 


affiliates. Re Allegany Gas Co. (Appli- 
cation Docket No. 59779). 

The commission in another case made 
a similar ruling on the lack of necessity 
for approval of a property transfer by a 
development corporation which was not 
a public utility, where the property 
would for the first time be used by a pub- 
lic utility acquiring it. In this case, how- 
ever, the consideration exceeded the $50,- 
000 exemption and the commission, 
under the circumstances, approved the 
agreement for the sale. Re North Penn 
Gas Co. (Application Docket No. 
59780). 


e 


Removal of Electric Meter for Testing with 
Test Jack Disapproved 


A PETITION by a municipal plant for 
reconsideration of an application 
for approval of a watt-hour meter was 
denied by the New York commission and 
the action previously taken was con- 
firmed. Specifically the request for re- 
consideration was to secure approval of 
the use of a type of watt-hour meter 
which required the removal of the meter 
from a socket or receptacle prior to test 
operations for the purpose of inserting a 
hae facility commonly called a test 
jack. 

Various arguments in favor of the in- 
stallation of a meter without built-in test- 
ing facilities were advanced, including 
the cost item. The commission, however, 
was not impressed with these arguments. 
_ The commission requires that “meters 
in service shall be tested where installed 
on the consumers’ premises and under 
local operation conditions.” This re- 
quirement, it was held, refers specifically 
to “as found” tests. It was the opinion of 
the commission that an “S” type meter 
Is not tested in its “as found” condition 
if it must be removed from its socket in 
order to make a test. The possibility that 
the accuracy of a meter might be affected 
by its removal from the socket, in the 
opinion of the commission, had not been 
conclusively disproved and the advan- 
tages that may be associated exclusively 
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with socket type meters used with a test 
jack did not appear to be of sufficient im- 
port to warrant loss of assurance that 
would probably follow its general adop- 
tion. The commission said in part: 


In instances of complaints regarding meter 
accuracies of meters which necessitate tests 
on the premises of the consumer, all doubt 
must be dispelled as to whether the test re- 
sults reflect the performance of the meter, 
with its position undisturbed. For this rea- 
son the use of the test jack in making com- 
plaint and referee tests is not desirable. 


It had been pointed out by testimony 
and in a brief of the Westinghouse Com- 
pany that the “S” type meters may be 
tested in place without inherent facilities 
being contained in the meter, by making 
connections at the service head and cus- 
tomer’s wiring. The commission said 
that although this method may be feasi- 
ble under certain conditions, it does not 
appear to be entirely practicable or de- 
sirable since it is more hazardous for the 
meter tester and more costly from an 
operating standpoint. 

The petition for reconsideration was 
made by a village but Chairman Malt- 
bie of the commission brought out the 
fact that counsel was being paid by the 
Westinghouse Company, which had sold 
large numbers of meters of the type in- 
volved to municipalities. Inspection, by 
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engineers of the commission, of the meter 
facilities of the various municipal plants 
had shown that socket type meters with- 
out testing facilities were in actual use in 
violation of the commission’s orders. The 
power bureau of the commission has so 
informed the utilities involved, requiring 


that the meters either be removed or that 
suitable testing facilities be provided, 
The Municipal Electric Utility Assogi- 
ation, representing various villages of the 
state, was granted a request to appear 
and it presented witnesses in its behalf. 
Re Village of Westfield (Case No. 279). 


e 


Intrastate Telephone Company Subject to National 
Board in View of Interstate Connection 


= circuit court of appeals, eighth 
circuit, held that a telephone com- 
pany engaged in operating a number of 
local exchanges in Missouri and trans- 
mitting interstate messages over connect- 
ing lines to those of an interstate carrier 
was subject to the jurisdiction of the Na- 
tional Labor Relations Board as an in- 
strumentality of interstate commerce. 
Interstate messages originating or re- 
ceived over the company’s lines amounted 
to a relatively small percentage of the 
total messages transmitted in any one 
year. The revenue from this source, 
while substantial, was but a small portion 
of the company’s gross operating revenue 
each year. The court sustained a finding 
by the board and granted a petition for 
the enforcement of an order against the 
company. 

The contention was made by the com- 
pany that as a matter of law the board 
erred in concluding that the company 
was subject to its jurisdiction. It con- 
ceded that a company itself engaged in 
interstate telephonic communication is an 
instrumentality of interstate commerce. 
It urged, however, that it was not itself 
an interstate carrier and that its activities 
were not, therefore, subject to the regu- 
latory power of the Federal government. 
The argument was said to be that a local 
company engaged mainly in the trans- 
mission of intrastate communication over 


lines lying wholly within the limits of one 
state cannot be held an instrument of in- 
terstate commerce by the mere fact that 
it effects the transmission of interstate 
messages to and from points served by it 
by connecting its lines to those of an in- 
terstate carrier. The court said these 
contentions had clearly been foreclosed 
by decisions of the Supreme Court and 
by at least one decision of the circuit. 

The further point was urged that the 
evidence failed to show, and the board 
had failed to find, that the company’s 
facilities were used by business concerns; 
that is, that any communications “of a 
business nature” were included in the 
service which it furnished. The infer- 
ence sought to be drawn was that the 
proof and the findings failed to establish 
that the company was engaged in inter- 
state commerce. The court did not con- 
sider it necessary to prove or to find par- 
ticularly that some of the messages car- 
ried interstate were orders for the ship- 
ment of merchandise from one state into 
another or that some messages were con- 
cerned with particular business trans- 
actions. As a public utility it was bound 
to transmit messages of every or any de- 
scription offered by the public, including 
communications of a business nature. 
National Labor Relations Board v. Cen- 
tral Missouri Telephone Co. 115 F(2d) 
563. 
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‘T \HE New York commission refused 
to approve a lease of a substation by 


big: Approval of Verbal Lease Denied 


one utility company to another where it 
was based upon a verbal agreement and 
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there was uncertainty as to some of the 
terms. The commission observed that if 
a memorandum of an oral agreement for 
the interchange of power between utili- 
ties, setting forth the terms thereof, could 
be filed with the commission, it was 
possible to reduce this agreement for a 
lease to a memorandum and file the same 
with the commission so that the commis- 
sion might have definite information as 
to the terms and conditions. Even this, 
however, would not remove an objection 
that there was no term within which the 
agreement might expire. The arrange- 
ment appeared to be one for indefinite 
continuation without limit. 

The New York statutes provide that a 
contract for the leasing for a longer 
period than one year of any real property, 
or any interest therein, is void unless the 
contract, or some note or memorandum 


e 


thereof, is in writing and signed by the 
lessor or grantor. A verbal lease for less 
than one year is, however, legal and en- 
forceable. This lease appeared to be one 
from month to month, which might con- 
tinue by agreement of the parties, but the 
commission expressed the view that 
while the agreement might be legal and 
binding, it raised several questions which 
must be considered by the commission in 
passing upon its approval. 

It was not clear as to who was to pay 
the costs and expenses of maintaining 
and operating the substation. Other mat- 
ters such as liability for tax payments 
were also indefinite. The commission 
said that it was of importance that it 
should know definitely what it was ap- 
proving and how long the lease would 
continue. Re New York Power & Light 
Corp. (Case No. 9533). 


Boiler Plant Leases and Cost Guaranties 
Of Steam Company 


7 New York commission, after in- 
vestigating the operations of a com- 
pany furnishing steam service in New 
York city, found no serious objection to 
the company’s present practices in the 
leasing of private plants belonging to, or 
under the control of, its customers, nor 
to the terms and conditions and limita- 
tions set by the corporation for such 
leasing, provided that reasonably equal 
treatment should be given to all cus- 
tomers similarly situated. Discrimination 
was found to exist, however, in the leas- 
ing of one of these plants where the 
utility company had sustained a substan- 
tial loss under the lease. 

It appeared desirable, however, that 
the steam corporation should make the 
lease form and the terms and conditions 
under which it would lease private plants 
a part of the general provisions of its 
rate schedule. It also appeared desirable 
that the annual report form for steam 
corporations should be amplified by a re- 
quirement for such corporations to fur- 
nish a list of the actual maximum de- 
mands experienced during the preceding 
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year and equated to 0 degrees Fahrenheit 
at the premises in or at which private 
plants are under lease. 

The leases provided in substance for 
company operation of these leased plants 
in emergency—when the temperature 
should fall below certain specified de- 
grees. Most of the emergency service 
would be only for the premises on which 
the leased plant was located, but in some 
cases there would also be “send out” 
service by connection with the company’s 
mains. 

A rider used by the steam utility for 
“limited trial service” was condemned as 
discriminatory. This rider was described 
as follows: 

Rider “A” is used where a guaranty of 
steam service cost is given and is limited to 

a period not to exceed twelve consecutive 

months. The steam corporation guarantees 

“that the total payments for steam during 

the specified period shall not exceed” the 

amount specified in the rider, except that 
when “the charges for the quantities of 
steam actually used, at the rates in the agree- 
ment for service to which this rider is at- 
tached” exceed 130 per cent of the amount 
specified in the rider, then the consumer 
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pays also the charges in excess of such 130 
per cent. 


Re New York Steam Corp. (Case No. 
9953). 


After the first decision in this case 
proposals were submitted by the steam 
company pursuant to recommendations 
by the commission relating to the sched- 
ules and leases. These were approved for 
the most part, but the commission disap- 
proved a proposal to permit the continu- 
ance of the guaranty rider until expira- 
tion of contracts which had been entered 


into after the beginning of proceedings 
before the commission. The commis- 
sioners disagreed on this question, but 
the majority concurred in a memoran- 
dum by Chairman Maltbie in which he 
said that continuance of such discrimi- 
natory contracts would be in violation of 
the Public Service Law, and that if they 
were illegal they should be terminated 
immediately or within such reasonable 
time as might be allowed for the con- 
sumers to make other arrangements. Re 
New York Steam Corp. (Case No. 
9953). 


e 


Municipality Cannot Prevent Operation 
Of One-man Cars 


fb P= California Supreme Court held 
that the state railroad commission 
had controlling authority over local 
transportation, in a case where an injunc- 
tion was granted to the Los Angeles 
Railway Company forbidding enforce- 
ment of a city ordinance requiring 2-man 
crews on street cars. 

The company had spent $1,600,000 for 
one-man cars, as authorized by the com- 
mission. 


The court declared that regulation of 
such matters is clearly within the power 
vested in the railroad commission by the 
Constitution and the Public Utilities Act. 
This action by the court upholds the rul- 
ing by the superior appellate division on 
September 12, 1939, which voided the 
election in May of that year by which 
the voters rejected one-man car oper- 
ation. Los Angeles Railway Co. v. City 
of Los Angeles. 
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Other Important Rulings 


HE New Jersey board held that it 

was without jurisdiction to direct a 
railroad to construct a bridge and pas- 
sage over, under, or across a railroad 
where an avenue crossed the same, so 
that the public travel on such road should 
not be impeded. The commission noted 
that the applicable statute related only to 
an existing bridge and in this case there 
was no bridge over the avenue, and also 
the avenue and the railroad did not cross 
each other at the same level. City of Lin- 
den v. Baltimore & Ohio Railroad. 


The Missouri commission, in a pro- 
ceeding relative to abandonment of an 
agency station, said that it had been its 


practice to apportion to the station 50 per 
cent of the total freight revenue, 100 per 
cent of the revenue derived from ticket 
sales, milk and cream shipments, and 
miscellaneous sources, such as storage 
and demurrage, and the railway com- 
pany’s proportion of express revenues. 
A comparison of the earnings thus as- 
signed with the expenses indicates that 
the railroad had not sustained an out-of- 
pocket loss, but it was observed that the 
above expenses merely covered the 
agent’s salary and station expenses and 
did not provide for taxes or for the cost 
of hauling freight, etc. Public Serv- 
ice Commission v. Missouri-Kansas- 


Texas Railroad Co. (Case No. 9952). 


Note.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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RE WISCONSIN TELEPHONE CO. 


WISCONSIN PUBLIC SERVICE COMMISSION 


Re Wisconsin Telephone Company 


[2-U-35, 2-U-1383.] 


Louis Podell et al. 


Wisconsin Telephone Company 


[2-U-280.] 


§ 651 — Orders — Rescission — Failure of findings upon appeal — Hand- 
set telephone charges. 

1. An order eliminating a monthly hand-set telephone charge, based not 
only on a finding that the charge exceeds the cost of providing and main- 
taining hand sets, but also upon a finding that the company’s intrastate 
return is excessive, should be rescinded for want of support of the findings 
and grounds upon which it was based when, on appeal from a rate order, 
the court holds that the intrastate return under existing rates is not ex- 
cessive, p. 196. 


§ 652 — Effectiveness of order — Rescission — New order — Rehearing. 
2. The rescission of a rate order, after the granting of a rehearing which 
is not concluded, and the entry of a new rate order for the future have the 
same legal effect as would have an affirmation of the first rate order, since 
in neither case does the order become effective before the effective date 
of an order entered after rehearing; such order cannot be made effective 
retroactively, p. 196. 


Reparation, § 12 — Power of Commission — Refund under order for stay — 


Rescission of rate order. 


3. The Commission, after rescinding an order to discontinue monthly 
charges for hand-set telephones, has no power to require a refund of an 
accumulated reserve representing the amount of such charges collected even 
though a stay of the order had been granted on condition that such re- 
serve be accumulated subject to order of the Commission for the making 
of refunds in the event that after rehearing the discontinuance order should 
be affirmed, p. 196. 


Rates, § 39 — Powers of Commission — Consent of utility — Condition as to 


[13] 


stay — Refund of excess charges. 
4. The Commission cannot, even with the consent of the utility, impose in 
an order to stay proceedings a condition that hand-set charges, collected 
after the entry of an order requiring their discontinuance, be refunded, 
where the discontinuance order cannot be effective because an application 
for a rehearing has not been disposed of, p. 196. 
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Commissions, § 17 — Jurisdiction and powers — Statutory restrictions. 
5. The jurisdiction and power of the Commission are purely statutory, so 
that any particular power must be found within the statutes to make the 
exercise of it by the Commission valid, p. 196. 


Rates, § 86 — Powers of Commission — Retroactive orders. 
6. The Commission has no power to make retroactive rate orders, p. 196, 


Discrimination, § 23 — Refund of lawful charges — Rebate. 
7. A public utility cannot make a lawful refund to its customers of money 
lawfully received in payment of legal rates, as this would not be a refund 
but a rebate, p. 196. 


Reparation, § 45 — Refund order in rate case — Interpretation. 
8. Reference in an order staying a rate order to an order which might 
later be made by the Commission for the making of refunds must be con- 
sidered as heing a reference to a lawful order of the Commission and not 
to an attempt on the part of the Commission to exceed its lawful powers, 
and therefore the company, by accepting such order, does not submit to a 
jurisdiction which the Commission does not have, p. 196. 


Commissions, § 13 — Jurisdiction — Consent or estoppel. 


9. Jurisdiction cannot be conferred upon the Commission either by consent 
or by estoppel of the parties before the Commission, p. 196. 


Rates, § 558 — Telephones — Hana-set charge. 
10. A monthly hand-set telephone charge in excess of the special costs in- 
volved in supplying and maintaining hand-set instruments for standard 
service is excessive and unreasonable per se as well as unjustly discrimina- 
tory as between the telephone company’s subscribers, p. 198. 


§ 309 — Connection charges — Telephone. 

11. Part of the cost of connecting additional subscribers may equitably be 
included in exchange telephone rates which all subscribers pay, since long- 
period users receive some benefit from the connection of additional sub- 
scribers, p. 198. 


§ 309 — Connection charges — Refund — Telephone. 


12. A refundable service connection charge by a telephone company is ob- 
jectionable, p. 198. 


§ 309 — Service connection charges — Telephones. 

13. A properly designed schedule of nonrefundable service connection 
charges by a telephone company equitably allocates a portion of the costs of 
connecting and disconnecting service to those subscribers for whom such 
costs are specifically incurred, p. 198. 


§ 309 — Connection charges — Telephone — Size of exchange — Class of 
service. 

14. Graduation of service connection charges of a telephone company in 

accordance with the size of the exchanges and class of service is desirable, 

since it gives recognition to the value of the service and the ability to pay, 


p. 200. 


(Nixon, Commissioner, dissents.) 
[November 28, 1940.] 
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| ig eevigare iene of telephone rates with particular considera- 
tion of hand-set telephone charges and service connection 
charges; prior order rescinded, monthly hand-set charge or- 


dered discontinued, and 


nonrefundable service connection 


charges ordered in place of refundable service connection 


charges. 


By the Commission: On October 
28, 1938, the Commission issued its 
order in dockets 2-U-35 and 2—U- 
280, 26 PUR(NS) 209, directing 
“that effective the first billing date fol- 
lowing this order the Wisconsin Tele- 
phone Company shall withdraw and 
discontinue its present monthly charge 
of 8 cents for hand-set instruments.” 
Seasonably filed on November 16, 
1938, was an application for rehear- 
ing. 

Filed simultaneously with such ap- 
plication for rehearing in the hand- 
set matter was the petition of the Wis- 
consin Telephone Company for a re- 
vision and increase of its service con- 
nection charges and private branch 
exchange service rates as set forth in 
its petition. 

By order of December 2, 1938, the 
Commission granted the rehearing 
requested in dockets 2-U-—35 and 2—-U- 
280. Subsequently on December 16, 
1938, the Commission issued its or- 
der staying the proceedings in the 
hand-set matter in the following 
words : 

“Now, therefore, it is ordered, that 
all proceedings in the above-entitled 
matter be and the same are hereby 
stayed until the final determination of 
the supreme court of the state of Wis- 
consin in Cases Nos. 67, 68, and 69 of 
the August term, 1938, on condition 
that the Wisconsin Telephone Com- 
pany shall, from the date of this sup- 
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See 26 PUR(NS) 209. 


plementary order and until final dis- 
position of these proceedings by this 
Commission, or until such earlier date 
as may be hereafter provided by the 
Commission, set up on its books and 
report monthly to the Commission a 
reserve account in an amount not less 
than the sums paid by its subscrib- 
ers as the additional monthly charge 
of 8 cents for hand-set instruments, 
which reserve account so set up shall 
be regarded and dealt with by the 
company as being subject to the order 
of this Commission for the making of 
refunds by the company to its several 
subscribers in the event that after re- 
hearing before this Commission the 
above-mentioned opinion and order of 
October 28, 1938, be affirmed in whole 
or in part, and is not vacated and set 
aside in an action brought for that 
purpose. 

“As a further condition of this stay 
of proceedings the company shall, 
within five days of the date hereof, 
signify to this Commission in writ- 
ing, by its duly authorized representa- 
tives, that it agrees to the condition 
hereinbefore set forth.” 

By letter of December 19, 1938, the 
respondent, Wisconsin Telephone 
Company, accepted the terms of the 
order of December 16, 1938. The ap- 
plication in the service connection 
charge matter, 2-U-1383, was filed 
for the purpose of securing additional 
revenues to offset the loss of revenue 
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which would be suffered by the elimi- 
nation of the hand-set charge should 
the elimination of the hand-set charge 
be affirmed. The hand-set matter hav- 
ing been stayed, no occasion arose for 
the hearing or determination of the 
service connection matter. 

On July 18, 1940, the utility filed its 
motion to reopen the proceedings in 
the service connection matter, 2—U- 
1383, substituting a proposal attached 
thereto in lieu of the proposal of No- 
vember 15, 1938, and requested that 
because of the intimate relation of the 
hand-set matter and the service con- 
nection charges, the rehearing pro- 
ceedings of the hand-set matter be 
consolidated with and made a part of 
the proposal as to the service connec- 
tion charges. 


Hearing: September 4, 1940, at 


Madison before Commissioner W. F. 
Whitney and Examiner W. A. Ander- 


son. 


APPEARANCES: Baxter Milne, Gen- 
eral Attorney, Milwaukee, for the 
Wisconsin Telephone Company ; Wer- 
ner Wilking, Assistant City Attorney, 
Milwaukee, for the city of Milwaukee ; 
Asel R. Colbert, Chief, Accounts and 
Finance Department, Henry J. 
O’Leary, Acting Chief, Rates and 
Research Department, and Philip H. 
Porter, Chief Counsel, of the Com- 
mission staff. 


[1] The complaint in docket 2—U- 
280 related only to hand-set charges in 
Milwaukee. A notice of July 29, 
1931, in docket 2—U-35, PUR1931E 
135, directed that an investigation and 
inquiry be instituted into the rates, 
tolls, rules, service, practices, and ac- 
tivities of the Wisconsin Telephone 
Company. Subsequently on May 9, 
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1933, an order in the same docket di- 
rected the company to show cause why 
the additional monthly charge for 
hand-set equipment should not be 
eliminated from the company’s rate 
schedule. Thus the investigation as to 
hand-set charges in Milwaukee was 
expanded to include hand-set charges 
elsewhere in the state. 

The company contended throughout 
the case that the hand-set charge 
could not reasonably be ordered dis- 
continued because of the inadequacy 
of its over-all return from intrastate 
rates and charges. Our order of Oc- 
tober 28, 1938, was predicated not 
only upon the fact that the hand-set 
charge exceeded the additional cost of 
providing and maintaining hand sets 
but also upon our finding in docket 2- 
U-35 that the over-all return of the 
company from its intrastate operations 
was excessive. The order provided: 

“The loss of revenue incurred by 
the elimination of the hand-set charge 
may be equitably offset against the re- 
duction ordered in docket 2—-U-35 and 
will be so treated in the final adjust- 
ment of rates therein prescribed if that 
order is sustained.” (26 PUR(NS) 
at p. 214.) The supreme court of 
Wisconsin (1939) 232 Wis 274, 30 
PUR(NS) 65, 287 NW 122, how- 
ever, on appeal from the order in 
docket 2-U-35 held that the over-all 
intrastate return of the company under 
its then existing rates (which includ- 
ed the revenues from the additional 
hand-set charge) was not excessive. 
Consequently our order of October 28, 
1938, has failed for want of support 
of the findings and grounds upon 
which it was based and should ac- 
cordingly be rescinded. 

[2-9] So far as the disposition of 
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the reserve accumulated pursuant to 
the order of December 16, 1938, is 
concerned, the rescission of the or- 
der of October 28, 1938, and the en- 
try of a new order for the future have 
precisely the same legal effect as would 
have an afrmation of the order of 
October 28, 1938. In neither case 
does the order requiring a discontinu- 
ance of the hand-set charge, whether 
it be the order of October 28, 1938, or 
a new order, become effective before 
the effective date of the order now be- 
ing entered after rehearing. Such or- 
der cannot be made effective retro- 
actively. We have, therefore, no legal 
power to require a refund of the ac- 
cumulated reserve. 


Apparently the Commission in en- 
tering the order of December 16, 1938, 
attempted to exercise a power some- 
what of the same nature as that exer- 
cised by courts in requiring a utility 
to set up a reserve fund for the pur- 
pose of making restitution to subscrib- 
ers in the event that a rate order under 
attack by the utility shall eventually be 
found to be valid. Such a condition 
was imposed by Federal and state 
courts as a condition to the granting 
of injunctions and staying the effect 
of the Commission’s various orders in 
docket 2-U-35. Such conditions were 
appropriate and lawful because, had 
the Commission’s orders been upheld 
by the courts as valid, they would have 
become effective as of their prescribed 
effective date. But no such condition 
can be imposed by the Commission 
even with the consent of the utility be- 
cause by statute the Commission’s or- 
der cannot become effective until aft- 
er a rehearing has been denied or con- 
cluded. 

Section 196.405(5), Stat., provides 
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that “the legislative powers of the 
state, in so far as they are involved 
in the issuance of orders and decisions 
by the Commission, have not been 
completely exercised until the Com- 
mission has acted upon an application 
for rehearing. .’ And § 196.- 
405(3) provides in part that “No or- 
der of the Commission shall become 
effective while an application for a 
rehearing or a rehearing shall be 
pending. m 

It is familiar law that the jurisdic- 
tion and power of the Commission are 
purely statutory, so that any particu- 
lar power must be found within the 
statutes to make the exercise of it by 
the Commission valid. Monroe v. 
Railroad Commission, 170 Wis 180, 
PUR1920A 721, 174 NW 450, 9 ALR 
1007. It is settled law also that the 
Commission cannot make retroactive 
rate orders. Milwaukee v. West Allis 
(1935) 217 Wis 614, 620, 258 NW 
851, 259 NW 724. 


Any attempt of the Commission to 
direct a refund to the company’s cus- 
tomers of the additional hand-set 
charges accumulated since October 28 
or December 16, 1938, would operate 
to make the final order in this pro- 
ceeding effective as of one or the oth- 
er of those dates. The utility could 
not make a lawful refund to its cus- 
tomers of money lawfully received in 
payment of legal rates. Such would 
not bea refund buta rebate. Any law- 
ful refund of accumulated hand-set 
charges would necessarily be predi- 
cated upon the fact that the utility had 
received money from its customers in 
excess of its filed, legal rates. But 
the legal rate of the utility still includes 
the additional charge for hand-set in- 
struments, unless the order upon re- 
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hearing about to be made is made 
effective as of an earlier date. Un- 
der the provisions of the statute ex- 
pressly providing that the order of 
October 28, 1938, shall not be effec- 
tive during the pendency of a rehear- 
ing, the Commission cannot make an 
order now which will be effective as 
of the date of any previous order in 
the proceeding. 

The situation is not changed by the 
terms and conditions of the order of 
December 16, 1938, and the assent of 
the company thereto. The reference 
therein to an order which might there- 
after be made by the Commission “for 
the making of refunds by the compa- 
ny to its several subscribers’ must be 
considered as being a reference to a 
lawful order of the Commission and 
not to an attempt on the part of the 
Commission to exceed its lawful pow- 
ers. There has been, therefore, no 
submission by the company to a ju- 
risdiction which the Commission did 
not have. But even if it did agree to 
submit to such a purported order, ju- 
risdiction cannot be created either by 
consent or by estoppel of the parties 
before the Commission. If it were 
desired and intended to effect elimina- 
tion of the hand-set charge as of 
some date in 1938, the Commission 
should at that time have disposed of 
the rehearing either by denying it or 
by promptly holding it and issuing its 
order thereon. Had it done so, the 
hand-set charge might have been elim- 
inated at that time, but the service 
connection charge would have been 
concurrently reviewed and the com- 
pany thereby in turn might have en- 
joyed, as it anticipated, revenues off- 
setting, partially at least, the loss of 
hand-set charges. 
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[10] Although the company’s net 
earnings have not improved since the 
1938 orders, a new order for the fu- 
ture can now be made if justified by 
facts independent of the over-all rev- 
enues of the company. We are of 
the opinion that such facts exist. The 
hand set has now become essentially a 
standard instrument which should be 
supplied at standard rates. An order 
for the future based upon new find- 
ings independent of and divorced from 
the question of the over-all return of 
the company should therefore be en- 
tered. The 8-cent monthly charge be- 
ing in excess of the special costs in- 
volved in supplying and maintaining 
hand-set instruments for standard 
service, is excessive and unreasonable 
per se as well as unjustly discrimina- 
tory as between the company’s sub- 
scribers. 


Service Connection Charges 


[11-13] The utility now has in ef- 
fect a service connection charge of 
$3.50 refundable at the expiration of 
two years’ continuous service at the 
same exchange. In addition, there is 
in effect an optional schedule of serv- 
ice connection charges applicable only 
to extension stations. The optional 
schedule of nonrefundable charges 
ranges from $2 for a business exten- 
sion station to $1 for a residence ex- 
tension station. 

At the hearing of September 4, 
1940, the respondent moved that its 
proposal as to private branch exchange 
charges be held in abeyance. This 
opinion and order, therefore, relate 
only to the service connection charges 
of the petition in 2-U-1383. 

First experience of Wisconsin tele- 
phone subscribers with service connec- 
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tion charges was had during the pe- 
riod of the World War when the Wis- 
consin Telephone Company was op- 
erated under the control of the United 
States government. The present re- 
fundable service connection charge was 
established by order of the Railroad 
Commission on March 5, 1920. 

The primary purpose of a service 
connection charge is to collect from 
customers who occasion the expense 
of connections and subsequent dis- 
connections some of the costs incurred 
by such movements. By this means, 
long-term customers who do not im- 
pose a burden of expense on the util- 
ity for connection and disconnection 
are in part relieved of payment in their 
exchange rates for such costs incurred 
in connecting and disconnecting rela- 
tively short period users. Were short 
period users required to pay the en- 
tire allocated cost of connection and 
disconnection, the charges would be 
so high that telephone development 
would be retarded. Long-period users 
receive some benefit from the connec- 
tion of additional subscribers and it 
appears equitable therefore to include 
part of the cost of connecting these 
additional subscribers in the exchange 
rates which all subscribers pay. 

The present refundable service con- 
nection charges were designed to re- 
quire short-term users to pay a rela- 
tively large portion of the connection 
and disconnection costs, resulting in 
the relief to other subscribers of the 
payment of such costs in their monthly 
rates. In practice, however, it has 
been demonstrated that the refundable 
service connection charge has not ac- 
complished the purpose for which it 
was designed. Other objectionable 
features have developed. 
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Subscribers who use service for pe- 
riods of less than two years create the 
greatest burden of expense. By the 
forfeiture of their refunds they con- 
tribute in part to defraying such ex- 
pense. On the other hand, those sub- 
scribers who use service for relatively 
short periods in excess of two years 
cause expense and (their service con- 
nection charges having been refunded) 
they contribute nothing by way of the 
special charges to cover such expenses. 
Therefore, unless proper provision is 
made for a reasonable charge against 
the subscribers who are responsible 
for the additional expense, long-term 
users will be required to pay more than 
their fair share of such costs in the 
monthly exchange rates. 

It has been the Commission’s ex- 
perience, furthermore, that the re- 
fundable service connection charge is 
unsatisfactory from an administrative 
point of view. Such charges have 
been confused by subscribers with the 
nonrefundable move and change-in- 
type of instrument charges. Because 
of its requirement, subscribers have 
regarded it as equivalent of a deposit 
to be used as a guaranty of the pay- 
ment of bills. Frequent station move- 
ments of stations in private branch 
exchange systems make it difficult to 
keep records of installations for the 
purpose of refunds. Detailed account- 
ing records and the administrative 
procedure required to insure accura- 
cy in administering refunds consume 
a substantial portion of the revenue 
received from such charges and the 
purposes of the service connection 
charges are largely nullified. 

Some of the principal items of cost 
involved in the establishment of serv- 
ice to a subscriber are: (1) Commer- 
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cial and administrative expenses with 
respect to contractual relationships, 
service orders, directory compilation, 
information service, and accounting 
records; and (2) Plant department 
expenses associated with the connec- 
tion or installation of telephones, main- 
tenance of service records and central 
office expense involved in the arrange- 
ment of wiring, cable connections, and 
marking of the switchboard. Great- 
er expense is incurred in disconnection 
of service than in connection of serv- 
ice. The same expenses as above not- 
ed for connection are present in dis- 
connection and in addition there is a 
considerable loss in the cost of mate- 
rial and labor incurred in connection 
with the service on subscribers’ prem- 
ises. 

But for the fact that the greater 


Gross 
Year 


Ota SWORE. cipscrccewecceds 371,198 
38,337 


1st six months (1940) 


portion of the total cost of connection 
and disconnection is incurred at the 
time service is terminated, it would 
not be seriously discriminatory to ab- 
sorb such costs in the monthly rates. 
But it has been found impracticable 
to require term contracts to absorb 
these costs with payment of discon- 
nection costs if service is terminated 
before the expiration of the contract 
period. The application of a properly 
designed schedule of nonrefundable 
service connection charges appears to 
be a more equitable method of allo- 
cating a portion of the costs of con- 
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Connections 


necting and disconnecting service to 
those subscribers for whom such costs 
are specifically incurred, and thus re- 
lieve other subscribers of payment of 
such costs in their monthly exchange 
rates. 

Respondent’s witness testified that a 
recent study for 1940 of all exchanges 
disclosed that the average direct non- 
capitalized cost was $2.05 excluding 
wiring losses, and $7.56 including wir- 
ing losses per installation and discon- 
tinuance of installation. That study 
emphasizes that commercially it is im- 
practicable to attempt to collect the full 
cost from each subscriber when ap- 
plication for service is made. These 
figures are supported by our records. 

As an indication of the importance 
of connection and disconnection serv- 
ice, Exhibit 6 shows the following: 

Net 
Station 
Gain 
10,468 
17,625 
17,061 


6,164 
12,187 


63,505 
6,667 


Gross Stations 

Connected per 

Station Gained 
6.51 


Discon- 
connections 
57,715 
59,333 
61,727 
65,649 
63,269 


307,693 
31,670 


6.19 
5.85 
5.75 


In addition for the 5-year period 
from 1935 to 1939, inclusive, the re- 
spondent made an average of 10.69 
disconnections and connections for 
each station gained. 

[14] The refundable service con- 
nection charge of the respondent is 
$3.50 and the same charge is made for 
a nonrefundable outside move. The 
company’s proposal graduates _ the 
charges in accordance with the size o! 
the exchanges and class of service. 
This appears to be a desirable feature 
since it gives recognition to the value 
of the service and the ability to pay, 
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which vary with the size of the ex- 
change and the class of service. Oth- 
er investigations which have been 
made from time to time disclose that 
costs are higher in the larger ex- 
changes, presumably because of high- 
er wage rates. 

The respondent’s proposed schedule 
also includes service connection 
charges for left-in stations. There is 
at present no charge made when a sub- 
scriber is able to secure service by 
means of an instrument which has 
not been removed from the premises 
when the previous subscriber termi- 
nated service at that location. 

When a subscriber takes advantage 
of a left-in station it does not relieve 
the company of many of the expenses 
previously discussed, _ particularly 
those relating to contractual rela- 
tionships, service orders, directory 
compilation, information service, ac- 
counting and service records, rear- 
rangement of central office equipment, 
switchboard marking, etc. In other 
words, even when advantage is taken 
of left-in stations, the company is not 
relieved of making additional expen- 
ditures, 


The present charge for inside move- 
ments and change-in-type of instru- 
ment is $2 which is not refundable. 
The company’s proposal is that such 
charges would be applied as maxima 
for inside moves or changes in type 
of instrument. Thus, where the serv- 
ice connection charge other than the 
“in place” charge is less than $2, it 
will apply to an inside move or a 
change in type of instrument in lieu 
of the $2 charge. 


The company’s proposed charges are 
classified in accordance with the size 
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of the exchange. We conclude after 
reviewing the methods used in mak- 
ing the classification that Oshkosh 
should be removed from its present 
classification and placed in the next 
lower group of exchanges which in- 
cludes Appleton and Beloit. This 
transfer will result, in only a negli- 
gible reduction in the proposed in- 
crease in revenues. 

The utility estimates on the basis 
of a study of recent station movements 
that the application of the proposed 
schedule will result in an increase in 
revenue of $75,600 a year. It also 
estimates that the discontinuance of 
the present charge for hand sets will 
result in an annual loss of revenue of 
$162,000. The net savings to the pub- 
lic under the elimination of the hand- 
set charge and the establishment of 
the service connection charges will 
therefore be about $86,000 a year, and 
these savings will be enhanced as the 
use of hand-set instruments increases. 


Findings 


The Commission finds: 

1. That its order of October 28, 
1938, 26 PUR(NS) 209, and its order 
of December 16, 1938, should be re- 
scinded. 

2. That the present 8-cent addition- 
al charge for hand-set instruments is 
and for the future will be inherently 
unreasonable and unjustly discrimina- 
tory. 

3. That the present refundable serv- 
ice connection charges are unreason- 
able and discriminatory and that rea- 
sonable and nondiscriminatory serv- 
ice connection charges are those here- 
after prescribed. 
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ORDER 


It is therefore ordered: 

1. That our orders in 2-U-35 and 
2-—U-280 dated October 28, 1938, and 
December 16, 1938, as they relate to 
the charges for hand-set instruments 
be and hereby are rescinded. 

2. That effective on and after the 
first billing date following December 


Business 

Extension 

& P.B. X. 
Station 


Main Sta. 
& P.B.X. 
Trunk 


Milwaukee 

3 exchanges 1} 

13 exchanges 2 

All other exchanges 

QitSIdE IMOGES oes 8 <c0eawsieeieeas 


13 Exchanges are: 
Green Bay 
Madison 
Racine 


Beloit 


Eau Claire 
Fond du Lac 


31, 1940, the Wisconsin Telephone 
Company shall withdraw and discon. 
tinue applying its present monthly 
charge of 8 cents for hand-set instru. 
ments. 

3. That effective January 1, 1941, 
the company makes effective the fol- 
lowing schedule of nonrefundable 
service connection charges: 


Residence 
Main Sta. Extension 
&P.BX. &P.BX. 
Trunk Station 
$2.50 $1.00 
2.00 1.00 
1.75 1.00 
1.50 1.00 


Residence 
In Place 
Charge’ 

$2.00 $1. 25 

1.75 

1.50 

1.25 


Become service connections at above rates 


213 Exchanges are: 
Appleton 


Neenah-Menasha 
Oshkosh 
Sheboygan 
Superior 
Waukesha 


Hurley 
Janesville 
Kenosha 
Manitowoc 


3 For the transfer or reconnection of all or a part of service and equipment at one premises 
at same time, instruments are considered as being in place only when no change is made at 
the subscriber’s request in either (1) the type or location of the instrument, or (2) the wiring 


or equipment on the subscriber’s premises. 


No charge for transfer of service or equipment involving only a change in name without 
change in interest, or a change in interest without change of name. 


4. That service connection charges 
paid prior to January 1, 1941, shall 
be handled and disposed of according 
to the conditions, rules, and regula- 
tions in effect as of the date of their 
payment. 

5. That the application of Novem- 
ber 16, 1938, for a revision of rates 


for private branch exchange service 
be and hereby is dismissed without 
prejudice. 


Nixon, Commissioner, dissenting: 
I dissent from that portion of this de- 
cision that rescinds the order of the 
Commission dated October 28, 1938. 





FEDERAL POWER COMMISSION 


Re Northwestern Electric Company 


[Opinion No. 56, Docket No. IT-5642.] 


Interstate commerce, § 34.1 — Scope of Federal Power Act — Public utilities. 
1. A company owning and operating facilities used for the transmission of 
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electric energy in interstate commerce and selling electric energy at whole- 
sale in interstate commerce is a public utility within the meaning of that 
term as used in Parts II and III of the Federal Power Act, p. 206. 


Accounting, § 3 — Authority of Federal Power Commission. 
2. The Federal Power Commission has authority to require a public utility 
which is subject to regulation under the Federal Power Act to keep gen- 
eral corporate and other fundamental accounts and records covering its en- 
tire electric utility business in conformance with the provisions of the Com- 
mission’s system of accounts, p. 206. 


Accounting, § 56 — Reclassification — Federal Commission requirements — Re- 
accounting. 
3. The reclassification required by Electric Plant Instruction 2—D, pro- 
mulgated by the Federal Power Commission, permits only a reclassification 
of cost as recorded on the books of the company and does not permit a 
reaccounting of past expenditures, p. 207. 


Accounting, § 56 — Reaccounting for past expenditures — Interest during con- 
struction. 

4. Reaccounting by a power company for interest during construction by 
adding as a part of cost of plant an amount which might have been al- 
lowed for interest during construction originally, but which, in the exer- 
cise of a deliberate policy, the company did not at the time charge to capital, 
does violence to the intent and purpose of the Federal Power Commission’s 
system of accounts and is directly contrary to sound regulatory procedure, 
p. 207. 


Accounting, § 56 — Reaccounting for expenditures — Items charged to expense. 
5. A public utility company which has exercised allowable discretion in 
charging administrative and general expenses to operating expenses is 
bound by the plant cost resulting therefrom, a later attempt to add such 
items to plant cost violates the Federal Power Commission’s system of ac- 
counts, fails to conform to sound principles of accounting, and vitiates the 
principles of equity in relation to its consumers, p. 207. 


Accounting, § 56 — Common stock items — Write-up of plant account. 
6. An amount representing a write-up of plant account of a federally li- 
censed power company equal to and associated with the amount of com- 
mon stock outstanding, which stock was issued without value having been 
received, should not be included in the account for electric plant in service, 


p. 213. 

Accounting, § 40 — Working capital — Estimated carrying charges. 
7. Estimated carrying charges on working capital should not be capitalized, 
p. 215. 

Accounting, § 44 — Jointly used property. 
8. The cost of all production and general facilities of a power company 
used jointly by steam heating and electric departments should not be placed 
in the account for electric plant in service, but a proportionate amount 
should be transferred to the detailed plant accounts for other common 
utility plant, p. 216. 


Accounting, § 31 — Plant held for future use. 
9. Equipment in a substation which is not in service but is held for future 
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use is properly transferred from the station equipment account to the ac. 
count for electric plant held for future use, p. 216. 


Procedure, § 26 — Hearing — Accounting items. 


10. A federally licensed power company cannot complain that it did not 
receive a fair hearing as to the disposition of accounting items merely be. 
cause it did not choose to submit evidence, offer a plan of disposition, or 
argue the cause at a hearing when every opportunity was given the com- 
pany to submit evidence, to cross-examine the Commission’s witnesses, and 


to present argument on the subject, p. 217. 


Accounting, § 21 — Stock selling expense. 
11. Preferred stock selling expense of a federally licensed power company 
is properly includible in the capital stock expense account, p. 218. 


[December 6, 1940.] 


‘to to show cause why Commission should not find and 

determine by order that adjusting entries be made to bring 

books of account of federally.licensed power company in con- 

formity with joint report of Commission’s staff in codperation 

with staff of Public Utilities Commissioner of Oregon; adjust- 
ing entries ordered. 


APPEARANCES: Laing & Gray, by 
John A. Laing, and Henry S. Gray, 
and Reid & Priest, by A. J. G. Priest 
and Sidman I. Barber, for Northwest- 
ern Electric Company; Alvin A. 
Kurtz, General Counsel, for Public 
Utilities Commissioner of Oregon; 
Harry A. Bowen, Examiner, for 
Washington Department of Public 
Service; Richard J. Connor, Assist- 
ant General Counsel, George Slaff, 
and Milford Springer, for the Federal 
Power Commission. 


By the Commission: This pro- 
ceeding arises under § 301(a) of the 
Federal Power Act, 16 USCA § 825, 
and relates to the Uniform System of 
Accounts for Public Utilities and Li- 
censees prescribed by the Federal 
Power Commission and the account- 
ing entries which the company pro- 
posed to enter in its books under cer- 
tain requirements thereof. 


History of the Case 


Northwestern Electric Company 
was incorporated on January 7, 1911, 
in the state of Washington, and is en- 
gaged in interstate and intrastate com- 
merce, producing, transmitting, and 
distributing electrical energy to retail 
and wholesale customers in the states 
of Oregon and Washington. It also 
operates a central steam heating util- 
ity in Portland, Oregon. 

The Federal Power Commission, 
pursuant to the authorization of the 
Federal Power Act, prescribed a Uni- 
form System of Accounts for Public 
Utilities and Licensees which became 
effective on January 1, 1937. 

Electric Plant Instruction 2-D of 
the System of Accounts requires the 
reclassification of the electric plant of 
Public Utilities and Licensees as of 
the effective date thereof and the sub- 
mission to the Commission by Janu- 
ary 1, 1939, of adjusting entries nec- 
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essary to reflect the reclassification.’ 
The Commission entered a supplemen- 
tary order on May 11, 1937, in which 
was set forth in considerable detail the 
information to be submitted in con- 
nection with the reclassification stud- 
ies. 

Pursuant to these requirements, 
Northwestern Electric Company sub- 
mitted on May 27, 1939, a purported 
reclassification of its electric plant ac- 
counts as of January 1, 1937, includ- 
ing proposed adjusting entries. Un- 
der similar requirements of the Public 
Utilities Commissioner of Oregon, 
the company filed an identical reclassi- 
fication study with that Commission- 
er. 

This Commission’s staff, in codp- 
eration with the staff of the Public 
Utilities Commissioner of Oregon, 
made a field investigation of the com- 
pany’s reclassification study. A joint 
report on this investigation was pre- 
pared and served upon the company 
with a written request that it adjust 
its proposed reclassification to con- 
form therewith. This Commission’s 
letter of transmittal, dated May 1, 
1940, also contained a request for a 
plan of disposition of a $3,500,000 
common stock item which was trans- 
ferred in the joint report to Account 
107, Electric Plant Adjustments. 


The company declined to make the 
adjustments recommended in the joint 
report and failed to present a plan for 
disposing of the $3,500,000 item. On 
June 18, 1940, the Federal Power 


Commission ordered the company to 
show cause, at a public hearing on 
July 15, 1940, at Portland, Oregon, 
why the Commission should not find 
and determine by order that adjusting 
entries be made to bring the books of 
account in conformity with the joint 
report. 

Upon request of the company, the 
date for hearing was postponed to 
July 22, 1940. On July 5th, the com- 
pany filed an application for continu- 
ance for a period of thirty days, which 
was denied by the Commission. 

On July 17, 1940, the company filed 
a motion to dismiss the proceedings, 
which motion was denied. Thereaft- 
er, on July 22, 1940, the company filed 
a voluntary answer to the show-cause 
order. 

The public hearing was held at 
Portland, Oregon, commencing on 
July 22, 1940, and concluding on Au- 
gust 1, 1940. The Department of 
Public Service of Washington and 
the Public Utilities Commissioner of 
Oregon petitioned to intervene and 
the Commission granted these re- 
quests. Pursuant to the order to show 
cause and fixing date for hearing, a 
joint hearing was held in which the 
Public Utilities Commissioner of 
Oregon, the Honorable Ormond R. 
Bean, participated. The transcript of 
the proceedings totaled 1,179 pages 
and 78 exhibits were admitted in evi- 
dence. After the hearing, briefs were 
filed by counsel for the company and 
the Federal Power Commission. 





1Electric Plant Instruction 2-D provides: 
“Not later than two years after the effec- 
tive date of this system of accounts, each util- 
ity shall have completed the studies neces- 
sary for reclassifying its electric plant as of 
the effective date of this system of accounts 
in accordance with the accounts prescribed 
herein and it shall submit to the Commission 
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the entries it proposes to make to carry out 
the provisions of this instruction. It shall 
submit also a comparative balance sheet show- 
ing the accounts and amounts appearing in its 
books as of the effective date of this system 
of accounts and the accounts and respective 
amounts as of the same date after the pro- 
posed entries shall have been made.” 
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Jurisdiction of the Federal Power 
Commission 


[1] The facts show, and the com- 
pany admits, that it owns and operates 
facilities used for the transmission of 
electric energy in interstate commerce 
and that it sells electric energy at 
wholesale in interstate commerce. It 
is, therefore, a “public utility” within 
the meaning of that term as used in 
Parts II and III of the Federal Pow- 
er Act. 


Authority of the Federal Power Com- 
mission Over Public Utility Ac- 
counting 


[2] The company contends its gen- 
eral corporate and other fundamental 
accounts and records are not within 
the purview of § 301(a) of the Fed- 
eral Power Act, 16 USCA § 825, but, 
on the contrary, that the state regula- 
tory authorities alone have compre- 
hensive accounting and other supervi- 
sion over its affairs. It argues that the 
correct interpretation of §§ 201 (a) 
and (b) and 207 of the act, 16 USCA 
§§ 824, 824f, impel such conclu- 
sion. With this we are not in accord. 


The rule of statutory construction 
that specific provisions must prevail 
over general provisions is applicable in 
this instance. Section 301 (a) author- 
izes this Commission to prescribe ac- 
counting rules and regulations; re- 
quires “every licensee and public util- 
ity” to keep its accounts, records, and 
books in accordance therewith, and 
provides “that nothing in this act 
shall relieve any public utility from 
keeping any accounts, memoran- 
da, or records which such public util- 
ity may be required to keep by or 
under authority of the laws of any 
state.” * Carrying out its responsibil- 
ity under this section, in an earnest ef- 
fort to make effective the congres- 
sional direction to establish uniform- 
ity in accounting in the electric field, 
the Commission has prescribed a Uni- 
form System of Accounts. Obvious- 
ly, Congress was cognizant of the fact 


that uniform and comprehensive ac- 
counting information is not only de- 
sirable but a vital prerequisite to ef- 
fective regulation of interstate com- 
merce.® 


The Supreme Court of the United 





2 Section 301(a) of the Federal Power Act, 
16 USCA § 825, provides: 

“Every licensee and public utility shall 
make, keep, and preserve for such periods, 
such accounts, records of cost-accounting pro- 
cedures, correspondence, memoranda, papers, 
books, and other records as the Commission 
may by rules and regulations prescribe as nec- 
essary or appropriate for purposes of the ad- 
ministration of this act, including accounts, 
records, and memoranda of the generation, 
transmission, distribution, delivery, or sale of 
electric energy, the furnishing of services or 
facilities in connection therewith, and receipts 
and expenditures with respect to any of the 
foregoing: Provided, however, that nothing 
in this act shall relieve any public utility from 
keeping any accounts, memoranda, or records 
which such public utility may be required to 
keep by or under authority of the laws of 
any state. The Commission may prescribe a 
system of accounts to be kept by licensees and 
public utilities and may classify such licensees 
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and public utilities and prescribe a system of 
accounts for each class. The Commission, 
after notice and opportunity for hearing, may 
determine by order the accounts in which par- 
ticular outlays and receipts shall be entered, 
charged, or credited. The burden of proof 
to justify every accounting entry questioned 
by the Commission shall be on the person 
making, authorizing, or requiring such entry, 
and the Commission may suspend a charge or 
credit pending submission of satisfactory proof 
in support thereof.” 

8 See Senate Report No. 621, p. 53, 74th 
Cong., 1st Session (1935) See also H. R. 
Report No. 1318, pp. 30-31, 74th Cong., Ist 
Session (1935). In the Senate Report it is 
stated by the committee on interstate com- 
merce: j 

“Section 301 requires every public 
utility subject to the act to keep its accounts 
in the manner prescribed by the Commission; 
it thus takes a long step in the direction of 
the uniform accounting which is so essential 
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States has recognized that it would be 
impracticable for a Federal agency to 
limit accounting requirements to the 
interstate portion of a public utility’s 
business when it is also engaged in 
intrastate business, thus: 

“The object of requiring such ac- 
counts to be kept in a uniform way, 
and to be open to the inspection of the 
Commission, is not to enable it to reg- 
ulate the affairs of the corporations 
not within its jurisdiction, but to be 
informed concerning the business 
methods of the corporations subject to 
the act, that it may properly regulate 
such matters as are really within its 
jurisdiction. Further, the requiring 
of information concerning a business 
is not regulation of that business.” 
Interstate Commerce Commission v. 
Goodrich Transit Co. (1912) 224 US 
194, 211, 56 L ed 729, 32 S Ct 436. 


The Supreme Court has sustained 
the Federal Communication Commis- 
sion’s System of Accounts for inter- 
state telephone utilities, which is simi- 
lar in principle to the Federal Power 
Commission’s System of Accounts for 
Public Utilities and Licensees. Amer- 
ican Teleph. & Teleg. Co. v. United 
States (1936) 299 US 232, 81 L ed 
142, 16 PUR(NS) 225, 57 S Ct 170. 

In view of the provisions of the 
Federal Power Act and the decisions 
of the United States Supreme Court, 
there can be no doubt about our au- 
thority to require the company to keep 
general corporate and other funda- 
mental accounts and records covering 
its entire electric utility business in 
conformance with the provisions of 


our System of Accounts. Re North- 
ern States Power Co. (Fed PC 1940) 
33 PUR(NS) 279. 


The Principal Problems 


[8-5] There are four principal 
problems for determination in this 
proceeding. Briefly stated, they are: 

(1) Whether the company may 
now reaccount for interest during con- 
struction and add to cost of plant 
amounts for interest during construc- 
tion not previously charged ; 

(2) Whether the company may 
now reaccount for the administrative 
and general expenses previously 
charged to operating expenses and add 
a part thereof to its recorded plant 
cost ; 

(3) Whether the amount of $3,- 
500,000 or any part thereof may be 
included in the company’s Account 
301, Organization ; 

(4) The disposition of amounts in 
Account 107, Electric Plant Adjust- 
ments. 


The first two problems have certain 
features which are common in prin- 
ciple. It is claimed by the company that 
the reclassification required by Elec- 
tric Plant Instruction 2—D of our Sys- 
tem of Accounts, is to be derived not 
by a reclassification of cost as record- 
ed on the books of the company, but 
rather by a reaccounting of past ex- 
penditures. 

The reclassification required by 
Electric Plant Instruction 2—D is just 
what it purports to be, i. e., a reclassi- 
fication and not a reaccounting. 

The specific situation with respect 





in the electric industry. The authority of the 
Commission over the accounts of companies 
under its jurisdiction extends to the entire 
business of such companies, but there is an ex- 
Press provision that nothing in the act shall 


relieve any company from keeping such ac- 
counts as it is required to keep by a state 
Commission or by any requirement of state 
law.” 
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to the general and administrative ex- 
penses, now sought to be included as a 
part of cost of plant, is as follows: 
In the company’s purported reclassi- 
fication it has added to its recorded 
cost of plant the sum of $408,419.82,* 
representing the amount which it now 
claims should have been charged to 
electric plant for administrative and 
general expenses allocable to construc- 
tion during the years 1926 to 1936, in- 
clusive. During this period a total of 
$899,109.84 was actually capitalized 
currently as administrative and gen- 
eral expenses applicable to electric 
plant. The amounts making up the 


total of $408,419.82 were regularly 
charged to operating expenses during 
those years. 

With respect to interest during con- 
struction, the situation is that dur- 
ing the period beginning July 1, 1914, 
and ending December 31, 1925, the 


company did not choose to capitalize 
all the interest during construction 
that might have been capitalized under 
the then controlling System of Ac- 
counts. It did capitalize interest dur- 
ing construction on certain major con- 
struction work done in 1918 and 
1919. It has now recomputed inter- 
est during construction for the afore- 
mentioned period to a total of $31,- 
389.87 ® and seeks to add this amount 
to the recorded cost of its utility plant. 
This computation of interest is based 
upon the theoretical use of the compa- 
ny’s own funds and does not represent 
identifiable interest costs. 

The third problem embraces the 


$3,500,000 included by the company 
in Account 301, Organization, in its 
reclassification report, which is the 
present par value of the 100,000 
shares of common stock issued to the 
promoters of the enterprise. In the 
joint report this common. stock 
amount was identified as a write-up of 
electric plant and transferred to Ac- 
count 107, Electric Plant Adjust- 
ments, where it is subject to disposi- 
tion as we may approve or direct. 

The fourth problem relates to the 
disposition of the $3,500,000 item, 
and a preferred stock selling expense 
item. 


The Claimed Addition of Interest 
During Construction 


From 1911, when the company was 
organized, to July 1, 1914, which was 
the date when regular operations were 
begun, the company capitalized inter- 
est during construction on all of its 
construction expenditures. From the 
commencement of regular operations 
through 1925 the company did not 
capitalize interest during construction 
except in connection with the con- 
struction of its Lincoln steam plant. 
Since 1925 the company has capital- 
ized interest during construction.’ It 
is evident that the company exercised 
a deliberate policy of not charging to 
capital all the interest during construc- 
tion that might have been charged dur- 
ing the period 1914-1925; that such 
choice represented the exercise of 
proper accounting discretion at that 
time; that such choice was not an ac- 





4This amount was originally claimed as 
$780,922.75 in the company’s reclassification 
report filed with this Commission; subsequent- 
ly it was reduced to $435,182.38 by Exhibit 
No. 11, and changed again by the company’s 
witness to $408,419.82. 

5 This amount was originally $34,959.79 in 
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the company’s reclassification report, but 
changed to $31,389.87 by the company’s wit- 
ness. 

6That is, the company has followed the 
plan of capitalizing interest on all projects 
costing more than $1,000 and requiring more 
than thirty days to construct. 
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counting error; and that it would be 
improper to permit the company now 
to add this item to the recorded cost of 
its property. 

It is not denied that had such inter- 
est during construction been recorded 
as an element of cost at the time it was 
alleged to have been incurred, no ques- 
tion would now be raised as to its 
propriety. But this does not negate 
the principle that accounting records 
must not be impeached because of a 
change in the subsequent conception 
by accounting officials of the company 
as to what constituted cost for a prior 
period. 

The company contends that inas- 
much as the Commission’s System of 
Accounts includes interest during con- 
struction as a component of construc- 
tion cost, the failure to capitalize in- 
terest during construction in the past 
must be deemed to be “an accounting 
error,” regardless of what may have 
been the policy of the management at 
the time of the transactions. It cannot 
be asserted that any “‘accounting error” 
was involved in the choice of previous 
management not to capitalize interest 
during construction on much of the 
construction during this period. Such 
a choice was within the field of man- 
agerial discretion. The deliberate 
choice not to record this allowable 
component of cost represented the 
manifestation of the management’s 
considered policy. 


The entire history of the company’s 
accounting practices with respect to 
the interest during construction shows 
the exercise of discretion by the man- 
agement under the then controlling 
Systems of Accounts and the change 
from time to time in managerial pol- 
icy. The practice of capitalizing in- 
[14] 
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terest on large projects, such as the 
Lincoln steam plant, but ignoring it 
on small ones is not at all an unusual 
one or unique to this company. AI- 
though the exercise of a different dis- 
cretion might have been equally prop- 
er, there was nothing wrong in the 
manner in which the company exer- 
cised its discretion with respect to cap- 
italization of interest during construc- 
tion during the period 1914-1925. 
There is no “accounting error’’ to be 
corrected at this time. 

There is no fundamental accounting 
principle involved in the capitalization 
of interest on the company’s own 
funds or the policy of noncapitaliza- 
tion of interest in whole or in part. 
Public accountants have no hesitancy 
in certifying to financial statements of 
industrial enterprises or public utili- 
ties where, as a matter of accounting 
or financial policy of management, in- 
terest during construction is not cap- 
italized or is capitalized only in part. 

The company’s attempted reac- 
counting does not represent any re- 
classification of the company’s ac- 
counts. It is an attempt to construct 
a statement of cost of plant different 
from the recorded cost because of a 
change in the attitude of the company 
as to what should have been charged 
as cost fifteen to twenty-five years 
ago. 

Despite the fact that Electric Plant 
Instruction 2—B of the Commission’s 
System of Accounts does not definite- 
ly prohibit the restatement of interest 
during construction in this case as it 
prohibits the restatement of amounts 
previously charged to operating ex- 
penses, there is nothing in the system 
which sanctions such recomputation. 
To permit, at this time, a reaccounting 
36 PUR(NS) 
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of costs during the period 1914-1925 
(because the company now seeks to 
change its policy retroactively) would 
start us on the road to chaos in ac- 
counting. 

We have carefully considered the 
evidence offered and the arguments 
presented by the company. We are of 
the opinion that the proposed reac- 
counting for interest during construc- 
tion not only does violence to the in- 
tent and purpose of the Commission’s 
System of Accounts but is directly 
contrary to sound regulatory proce- 
dure. Any other conclusion would 
permit retroactive accounting for in- 
definite periods in the past. Today’s 
accounting could be destroyed to- 
morrow, if such practices are con- 
doned. Accounting carried out with- 
in the range of allowable discretion 
under controlling Systems of Ac- 
counts and not in conflict with funda- 
mental accounting principles should 
have an element of finality so that the 
regulatory process can function and 
the public, investors as well as con- 
sumers, be adequately protected. If 
we were to permit the reaccounting 
proposed by the company in this re- 
spect, we would be encouraging in- 
stability and frequent shifting in util- 
ity accounting. Impeachment of past 
proper accounting will not be sanc- 
tioned and the integrity of accounts 
must be maintained. 

The company seeks to add to re- 
corded cost additional amounts which 
it had previously decided in the exer- 
cise of its allowable discretion were 
not a part of cost of plant. We find 
this to be improper and contrary to 
the reclassification requirements of 
our System of Accounts. 
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Additional Administrative and Gen- 
eral Expenses Claimed As Cost of 
Plant 


As we have pointed out, the compa- 
ny’s attempted reaccounting would 
add to the recorded cost of plant the 
sum of $408,419.82, representing ad- 
ditional prorated general and admin- 
istrative expenses for the years 1926 
to 1936, inclusive. The amounts com- 
prising this total were previously 
charged to operating expenses during 
this period. Such reaccounting is 
specifically forbidden by Electric Plant 
Instruction 2—B of the System of Ac- 
counts, which reads: 

“Tt is not intended that ad- 
justments shall be made to record in 
electric plant accounts amounts pre- 
viously charged to operating expenses 
in accordance with the uniform sys- 
tem of accounts in effect at the time 
or in accordance with the discretion of 
management as exercised under such 
Uniform System of Accounts.” 

It is the contention of the compa- 
ny that either the Commission did not 
mean what it said in the foregoing in- 
struction or that if such were the in- 
tent, the Commission’s Uniform Sys- 
tem of Accounts in this respect is 
arbitrary and unreasonable. Under the 
Systems of Accounts generally in ef- 
fect in the past for electric utilities, and 
also under the present system, utility 
officials have been and are permitted 
considerable discretion in accounting 
for certain joint and other costs which 
cannot clearly be classified as plant 
costs or operating expenses. This is 
particularly true as to those items 
which are subject to proration or al- 
location. See § 3 of General Instruc- 
tions and Definitions for Fixed Cap- 
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ital Accounts of the superseded Uni- 
form Classification of Accounts for 
Electrical Utilities prescribed by the 
Public Service Commission of Oregon 
which became effective January 1, 
1925. 

It is undisputed that the company 
exercised its allowable discretion in its 
past accounting. The company states 
that its recorded book costs of plant 
do represent the accounting costs 
thereof, determined in accordance 
with what were then currently accept- 
ed principles of accounting. It fur- 
ther states that it is satisfied with its 
present recorded costs. The company 
admits that there is no difference be- 
tween the elements of cost as con- 
tained in the applicable old and new 
systems of accounts. The company 
contends that it should be permitted 
to recast its plant accounts because of 
the increased significance of original 


cost or prudent investment in utility 
regulation. To achieve this objective, 
it is willing to impeach its past finan- 
cial statements submitted to regulatory 
agencies, taxing authorities, investors, 
and other persons interested in its af- 


fairs. Its officers now wish to exer- 
cise anew the discretion properly ex- 
ercised at the time, as to what con- 
stituted an operating or capital expen- 
diture. They wish to exercise their 
discretion so as to show maximum 
charges to plant and minimum charges 
to income long after the income state- 
ments have served their purpose. The 
income account is fully as important 
as the plant account ; under the scheme 
advocated by the company great doubt 
would always be cast upon both. 

The company claims that the cost 
of public utility plant is a fact not at 
all dependent upon any accounting 
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practices. We know that the cost of 
any utility plant is the resultant of the 
allowable accounting discretion of the 
utility as exercised within the limit 
permitted by the system of accounts, 
but the utility having exercised such 
allowable discretion is thereafter bound 
by the cost resulting therefrom. 
Many expenditures made by a utility 
must be assigned, allocated, or prorat- 
ed on the basis of judgment, to the 
various plant and operating accounts. 
The cost of plant is dependent upon 
those assignments, allocations, and 
prorations, just as operating expenses 
are dependent thereon. 

The company would impeach its 
records of the past, although admit- 
ting they were kept in accordance with 
sound principles of accounting, by re- 
assigning, reallocating, and reprorat- 
ing certain joint costs. It attempts to 
do so under the erroneous interpreta- 
tion that this Commission’s System of 
Accounts requires it. Our System of 
Accounts prohibits rather than re- 
quires such reaccounting. To provide 
otherwise would be to destroy the use- 
fulness of the System of Accounts as 
a regulatory instrument. 

When items are charged to expense 
in accordance with sound principles 
and practices of accounting, they 
should remain in expenses and the 
Commission will not tolerate their 
restatement in plant accounts with the 
natural concomitant of an additional 
charge to expense as depreciation. If 
such a restatement as urged by the 
company in this case were sanctioned, 
managerial discretion in matters of ac- 
counting would have to be wholly cir- 
cumscribed and precise, detail ac- 
counting prescribed for each item. 

A recent decision by the Illinois su- 
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preme court, in the case of Peoples 
Gas Light & Coke Co. v. Slattery 
(1939) 373 Ill 31, 31 PUR(NS) 
193, 206, 25 NE(2d) 482, exposes 
the impropriety of that company’s 
similar attempt to capitalize adminis- 
trative and general expenses which 
were formerly charged to operating 
expenses, thus: 

“The original cost new, as shown 
by. the company of the other physical 
property, is $111,330,067.67. There 
is no opposing proof upon this ques- 
tion. However, included in this 
amount is the sum of $1,957,753, of 
items which were charged to operating 
expenses. Most of the items were 
part of general expenses originally 
charged to operation and now allocat- 
ed to construction. The inclusion of 
this item in cost of property in our 
opinion was error. 

“The original cost of property for 
rate-making purposes may not be in- 
creased because of a change in the 
company’s policy with respect to 
charge items as between operation and 
construction. Knoxville v. Knoxville 
Water Co. (1909) 212 US 1, 53 Led 
371, 29 S Ct 148. In Lindheimer v. 
Illinois Bell Teleph. Co. (1934) 292 
US 151, 78 L ed 1182, 3 PUR(NS) 
337, 54 S Ct 658, where amounts 
charged to operating expenses and 
charged to depreciation reserve were 
too high, the company was not per- 
mitted to show, in fact, that part of 
such expenses went into the capital 
structure, the court, at p. 348 of 3 
PUR(NS), saying: ‘. if the 
amounts charged to operating ex- 
penses and credited to the account for 
depreciation reserve are excessive, to 
that extent subscribers for the tele- 
phone service are required to provide, 


in effect, capital contributions, not to 
make good losses incurred by the util- 
ity in the service rendered and thus to 
keep its investment unimpaired, but 
to secure additional plant and equip- 
ment upon which the utility expects a 
return.’ In Wheeling v. Natural Gas 
Co. (1934) 115 W Va 149, 5 PUR 
(NS) 471, 175 SE 339, it is held that 
where overhead items of physical 
property were charged to operating 
expenses, they could not be changed 
into the capital account for rate-mak- 
ing purposes, because, while such ex- 
penses were being so charged, the 
rates were undoubtedly fixed and 
based upon their being a part of reg- 
ular expenses. It seems clear that it 
is not proper to build up operating ex- 
penses and get the advantage of a rate 
authorized to cover them, and later 
change the method of accounting to 
include such excess items as a part of 
the investment of the company, when, 
in reality, the money has been fur- 
nished by the customers of the com- 
pany. The original cost, to this ex- 
tent, was excessive. "ig 

The California Commission has 
enunciated the correct principle to be 
applied in this proceeding, in the case 
entitled Re Los Angeles Gas & E. 
Corp. PUR1933E 317, 323, as fol- 
lows: 

“The vice of what the company has 
here sought to do lies in its attempt to 
give a retrospective effect to a change 
in policy where the relationships es- 
tablished under the superseded policy 
cannot all be effected consistently, for 
while capital is thus increased the ben- 
efit of lessened operating charges over 
the years cannot be extended retroac- 
tively to the company’s consumers. 

“What the company has_ here 
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sought to accomplish is entirely want- 
ing in equity. If sanctioned, it would 
cast doubt and uncertainty upon the 
reliability of utility accounting de- 
veloped over many years under public 
supervision. If fixed capital accounts 
may be thus surcharged now they 
may be revised again in the future. 
Ideas of overhead percentages vary 
widely and vary from time to time. 
The element of judgment enters into 
their determination. A variation of 
but one per cent in the amount of 
these involves a large amount in the 
total of fixed capital. Should capital 
accounts be thus subject to change, 
energetic and astute valuation and 
other experts would ever be combing 
over utility accounts and effecting 
changes and revisions in the perma- 
nent records and fixed capital accounts 
would become as variable and shifting 
as the ideas of those in charge. In the 
complicated processes of regulation, 
involving not alone the fixation of 
rates but the supervision of security 
issues, it is highly important that 
permanent accounting records main- 
tain a continuity and import a reliabil- 
ity which would not exist if subject to 
revision and change whenever new 
faces appeared in positions of influ- 
ence in the management.” 

In numerous other cases courts and 
Commissions have considered it im- 
proper for public utilities to capitalize 
retroactively items which have been 


charged by election of management to 
operating expenses in the past.” The 
committee on statistics and accounts 
of the National Association of Rail- 
road and Utilities Commissioners in 
its September 20, 1940, “Statement 
Relating to the Original Cost and Re- 
classification of Utility Plant Pursu- 
ant to the Provisions of Uniform Sys- 
tems of Accounts,” (like our system) 
is in complete agreement with our con- 
clusions on this subject. 

We find that the company’s attempt 
to add to plant costs administrative 
and general expenses previously as- 
signed to operations, not only violates 
the Commission’s System of Ac- 
counts, and fails to conform to sound 
principles of accounting, but likewise 
vitiates the principles of equity in rela- 
tion to its consumers. The claimed 
additional administrative and general 
costs are therefore disallowed. 


Transfer of $3,500,000 from Account 
301, Organization, to Account 107, 
Electric Plant Adjustments 


[6] The Northwestern Electric 
Company was promoted by two finan- 
ciers from San Francisco, California, 
who were interested in a paper mill 
on the Columbia river east of Port- 
land, Oregon. The promoters desired 
a water-power site to develop elec- 
tricity for the paper mill. The com- 
pany was incorporated on January 7, 
1911, and the promoters advanced 





T™Los Angeles Gas & E. Corp. v. California 
R. Commission, 58 F(2d) 256, 260, PUR 
1932C 397, 404; Natural Gas Co. v. Public 
Service Commission, 95 W Va 557, PUR 
1924D 346, 121 SE 716; Plainfield-Union Wa- 
ter Co. v. Public Utility Comrs. 6 NJ Mis 
R 267, PUR1928C 657, 660, 140 Atl 785, 786; 
Re Elgin, J. & E. R. Co. (1924) 84 Inters 
Com Rep 587, 592; Re Potomac Electric Pow- 
er Co. (DC) PUR1917D 563, 604; Re Central 
Maine Power Co. (Me) PURI918C 792, 795; 
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Re Indianapolis Water Co. (Ind) PUR1919A 
448, 470; Re Eaton Rapids (Mich) PUR 
1922D 94, 103; Re Kootenai Power Co. 
(Idaho) PURI924E 831, 833; Re Mondovi 
Teleph. Co. (Wis) PURI1933B 319, 321; Re 
Yonkers Electric Light & P. Co. (NY 1934) 
6 PUR(NS) 132, 147; Commerce Commis- 
sion v. Commonwealth Edison Co. (Ill 1936) 
15 PUR(NS) 404, 405; Re Hawaiian Electric 
Co. (Hawaii 1940) 33 PUR(NS) 161, 165. 
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about $175,000 to their agents to ac- 
quire power sites. On May 13, 1912, 
that money, with 6 per cent interest, 
was repaid by Northwestern Electric 
Company to the promoters. 

The company decided to enter the 
utility business in Portland and vicin- 
ity to utilize the power developed in 
excess of the paper mill’s require- 
ments. That the two promoters or- 
ganized and controlled the company 
is undisputed. On May 14, 1911, the 
promoters had the board of trustees 
of Northwestern Electric Company 
issue 50,000 shares of common stock 
to them or their nominees. On May 
14, 1912, the promoters caused the 
trustees to increase the capital stock 
from 50,000 shares of $100 par value 
to 100,000 shares of that par value, 
and to issue the additional shares to 
them or their nominees. The issue of 
the common stock was a disguised gift 


by the promoters to themselves. 

This $10,000,000 of common stock 
was not recorded on the company’s 
books until January 31, 1914, when 
a charge was made to Construction and 
a credit made to Common Capital 


Stock. Although the company did 
not receive any land or water rights 
for its common stock, the $10,000,- 
000 was entered in the plant ledger ac- 
count entitled Land and Water 
Rights. This entry was predicated 


upon the adoption of resolutions by 
the board of trustees that lands and 
rights were received by the company 
for its common stock. The compa- 
ny’s first report to the Oregon Com. 
mission, for the year ended June 30, 
1914, included this $10,000,000 in the 
balance sheet account entitled Cost of 
Plant and Equipment Prior to July 
1, 1914.. This amount remained in 
Northwestern Electric Company’s re- 
ports to the Oregon and Washington 
Commissions as a part of the compa- 
ny’s Landed Fixed Capital until 1932, 
The company now concedes that none 
of the foregoing accounting entries 
was in conformity with the facts. 

In 1933, the company transferred 
as of December 31, 1932, $9,600,000 
to Miscellaneous Nonoperating Intan- 
gible Capital, and $400,000 to the 
fixed capital account entitled Organi- 
zation. This transfer was related to 
the testimony of the company’s pres- 
ent secretary and chief accounting of- 
ficer before the Oregon Commission 
in a rate case, in which he stated that 
the common stock had a value of 
$400,000 as of July 1, 1914, based up- 
on the cash value of the two pro- 
moters’ services to the company. The 
Public Utilities Commissioner of Ore- 
gon did not accept this valuation.’ 

On September 16, 1936, the com- 
pany decreased the common stock par 





8 The Public Utilities Commissioner of Ore- 
gon stated on page 8 of P.U.C. Oregon Order 
No. 2228 (1934) 3 PUR(NS) 1, 9: 

“With respect to the item of $400,000, it is 
a purely theoretical estimate of the value, in 
excess of compensation received, of the serv- 
ices said to have been rendered by Messrs. 
Fleishhacker to the company before and for 
several years following its organization in 

1911. It was made up by Mr. Platt, secretary 
of the company,.in 1933. Mr. Platt entered 
the employ of the company in 1925, many 
years after the alleged services were rendered. 
The Fleishhackers made no charge to the 
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company for these services and nothing was 
charged to fixed capital or operating expense 
therefor, either in the time the Fleishhackers 
were in control of the company up to 1924 or 
thereafter, until 1933, when the theory was 
advanced that a value of $400,000 should be 
put on these alleged services and this amount 
included in operating fixed capital. The testi- 
mony in support of this item is obviously too 
speculative and conjectural to justify its in- 
clusion in operating fixed capital, and it is 
therefore eliminated therefrom and should be 
expunged from the books.” 
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yalue from $100 to $35 a share, which 
reduced the book value by $6,500,000. 
This $6,500,000 was credited to the 
$9,600,000 in the account, Miscellane- 
ous Nonoperating Intangible Cap- 
ital, leaving $3,100,000 in that ac- 
count, and $400,000 in the Organiza- 
tion account. 

As of December 31, 1936, $300,- 
000 was transferred from the Organi- 
zation account to Miscellaneous Non- 
operating Intangible Capital, so that 
immediately prior to this Commis- 
sion’s required reclassification $100,- 
000 remained in the Organization ac- 
count and $3,400,000 in the Miscel- 
laneous Nonoperating Intangible Cap- 
ital Account. 

In the company’s purported reclas- 
sification of electric plant accounts, 
which it filed with this Commission, 
the $3,400,000 in the Miscellaneous 
Nonoperating Intangible Capital Ac- 
count was transferred to Account 301, 
Organization, making a total of $3,- 
500,000 par value of common stock in 
that account. 

The company’s chief accounting 
officer attempted to support his esti- 
mate of $3,500,000 as the cash value 
of the 100,000 shares of common 
stock as of July 1, 1914. He em- 
ployed three indexes of value. One in- 
dex was the value of $22.50 a share 
for the 100,000 shares as of March 1, 
1913, which was employed in 1934 as 
a basis for an income tax settlement 
by one of the promoters. Another in- 
dex was the high quotation on the 
San Francisco Stock Exchange for 
this stock in 1916 of $25.50 a share. 
The third index was the price of ap- 
proximately $50 a share paid in 1925 
for the outstanding common stock by 
American Power & Light Company 


to obtain sole ownership. From all 
this, the company’s witness conjured 
$3,500,000 as his estimate of the cash 
value of the 100,000 shares of com- 
mon stock as of July 1, 1914. This 
judgment estimate is without proba- 
tive value because it is not based upon 
the value of the consideration received 
by the company at the time the com- 
mon stock was issued, and there is no 
reliable evidence in the record that any 
promoters’ services of demonstrable 
value or any other consideration was 
received by the company for its com- 
mon stock. 


The real cost of all the property of 
the company at the time of the issu- 
ance of its common stock was repre- 
sented by debt securities. This con- 
dition likewise prevailed on July 1, 
1914, except for a small amount of 
preferred stock. Even today the com- 
pany’s entire common stock is not rep- 
resented by any assets received by the 
company in exchange for it. No elec- 
tric plant was received in exchange for 
the common stock; hence, no amount 
in respect thereof should remain in the 
electric plant accounts. The issuance 
of this stock was manipulation. 

From the foregoing, we find that 
the $3,500,000 item is a write-up and 
was properly transferred to Account 
107, Electric Plant Adjustments, in 
the joint report and it should be en- 
tered in that account until disposed of 
as we shall direct. 


Accounting Adjustments Conceded by 
the Company 


Interest on Average Cash Balances 
and Interest and Taxes on Construc- 
tion Material Inventories 


[7] Northwestern Electric Com- 
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pany, in its reclassification report, at- 
tempted to add to the existing cost of 
plant as of December 31, 1936, an 
amount representing interest on aver- 
age annual cash balances. To deter- 
mine this theoretical element of origi- 
nal cost of utility plant, the company 
made a complex computation based 
upon the claim that for twenty-three 
years it maintained cash balances 
available for construction and that it 
was entitled to capitalize 6 per cent in- 
terest on the average amount thereof 
for each of the years. Of the total 
amount claimed, $31,443.45 was pro- 
rated to the primary utility plant ac- 
counts in Account 100.1, Electric 
Plant in Service, and the remainder, 
amounting to $2,772.68, was prorated 
to the primary accounts in Account 
108, Other Utility Plant (Steam 
Heating). 

As a theoretical component of origi- 
nal cost of utility plant, the company, 
in its reclassification study, claimed an 
addition to the cost of plant, as of 
December 31, 1936, of a large amount 
representing estimated interest and 
taxes on estimated construction mate- 
rial inventories for a period of twen- 
ty-one years. Of the total estimated 
interest and taxes, $238,220.52 was 
prorated to the primary accounts in 
Account 100.1, Electric Plant in Serv- 
ice, and the remainder, $34,198.72, 
prorated to Account 108, Other Util- 
ity Plant (Steam Heating). 

Cash funds, and material and sup- 
ply inventories, available for purposes 
of operation or construction, consti- 
tute components of working capital. 
It is not good practice to capitalize es- 
timated carrying charges on working 
capital. "The company now concedes 
the impropriety of the claimed adjust- 
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ments and we hold the amounts there- 
of must be disallowed. We find that 
in the joint report the entire amounts 
of interest on average cash balances 
and interest and taxes on construction 
material inventories were properly 
transferred to Account 107, Electric 
Plant Adjustments. This transfer 
effects a cancellation of the proposed 
restatement. 


Jointly Used Property Transferred to 
Common Utility Plant Account 


[8] In the company’s reclassifica- 
tion study, only the costs of those fa- 
cilities used for transmission and dis- 
tribution of steam were entered in Ac- 
count 108, Other Utility Plant (Steam 
Heating). The company placed the 
cost of all production and general fa- 
cilities used jointly by the steam-heat- 
ing and electric departments in Ac- 
count 100.1, Electric Plant in Service. 

In the joint report a total of $4, 
426,886.24 of jointly used facilities 
was properly transferred from Ac- 
count 100.1, Electric Plant in Service, 
to the detailed plant accounts under 
Account 108, Other Utility Plant 
(Common). The company concedes 
and we find that adjustment of its 
jointly used property to be proper. 


Electric Plant Held for Future Use 


[9] The company’s reclassification 
report contained in Account 352, Sta- 
tion Equipment, the cost ($6,612.92) 
of equipment in the Taylor street sub- 
station which was not in service, but 


was held for future use. In the joint 
report this item was transferred to 
Account 100.4, Electric Plant Held for 
Future Use. We find this adjust- 
ment to be proper. The company con- 
ceded the adjustment of this item, but 
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claimed that there should be added 
certain restated overheads, which we 
have already found to be improper. 


Transfers within Account 100.1, 
Electric Plant in Service 


In the joint report the cost of steel 
towers and fixtures on the Albina- 
Lincoln and Camas-Albina transmis- 
sion lines was transferred from Ac- 
count 345, Poles and Fixtures, to Ac- 
count 344, Towers and Fixtures. We 
find this adjustment to be proper. The 
company conceded this adjustment, 
but claimed that certain restated over- 
heads should be added, which we have 
already found to be improper. 


Disposition of Amounts in Account 
107, Electric Plant Adjustments 


$3,500,000 Write-up 
[10] The company contends that it 


did not have notice that the disposition 
of any amounts reclassified in the joint 
report in Account 107, Electric Plant 
Adjustments, would be considered in 
this proceeding. This contention of 
the company is without merit. The 
evidence clearly shows that the com- 
pany fully understood prior to the 
hearing that the question of disposi- 
tion was an issue. It was not until 
near the conclusion of the hearing, 
and after one of the Commission’s 
witnesses had testified without objec- 
tion on the subject and had been cross- 
examined, that the company made the 
contention that the question of dispo- 
sition was not included within the 
scope of the hearing. 

The company further contends it 
was not given the details of the pro- 
posed disposition either before, after, 
or during the course of the hearing 


217 


and was afforded no opportunity to 
submit evidence and argument there- 
on. This contention is unfounded, as 
is shown by the record in this pro- 
ceeding. Witnesses for the Commis- 
sion made definite recommendations 
relative to the disposition of the un- 
supported amount of $3,500,000. Ev- 
ery opportunity was given the com- 
pany to submit evidence, to cross-ex- 
amine the Commission’s witnesses and 
to present argument on the subject. 
The company cannot now complain 
that it did not receive a fair hearing 
merely because it did not choose to 
submit evidence, offer a plan of dis- 
position, or argue the cause. 

As early as August 17, 1939, the 
Commission corresponded with the 
company and notified it that its three 
items of $3,500,000 for common 
stock, restated interest during con- 
struction, and restated administrative 
and general expense, were questioned 
as items constituting proper cost of 
utility plant. In that letter of August 
17, 1939, the company was notified 
that the amount of $3,500,000 was im- 
properly included in Account 301, Or- 
ganization, and that it should be car- 
ried in Account 107, Electric Plant 
Adjustments. It knew, therefore, 
that the three presently disputed items 
were questioned nearly a year before 
the date of the hearing. 

By letter dated May 1, 1940, trans- 
mitting the joint report, the company 
was “requested to submit a plan for 
disposing of the amount of $3,500,000 
set forth on page 29 of the report un- 
der Account 107, Electric Plant Ad- 
justments, and described as the par 
value of 100,000 shares of the com- 
mon capital stock” of the Northwest- 
ern Electric Company. The company 
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has not submitted a plan of disposi- 
tion. 

It is manifest that the company knew 
months in advance of the notice of 
hearing that if it failed to support the 
questioned $3,500,000 common stock 
item the amount would be subject to 
disposition pursuant to the provisions 
of Account 107, Electric Plant Ad- 
justments. Furthermore, in the com- 
pany’s “Motion to Dismiss,” and in 
its supporting brief, it recognized that 
the disposition of amounts in Ac- 
count 107, Electric Plant Adjustments, 
was an issue in this case. 

The applicable provisions of Ac- 
count 107, Electric Plant Adjust- 
ments, are: 

si Write-ups of electric plant 
prior to the effective date of this sys- 
tem of accounts shall be recorded here- 
in. 

“B. The amounts included in this 
account shall be classified in such man- 
ner as to show the nature of each 
amount included herein and shall be 
disposed of as the Commission may 
approve or direct.” 

The provisions of Account 107 re- 
quire the disposition of the amounts 
recorded in that account. The Com- 
mission would be justified, as a mat- 
ter of proper accounting, in ordering, 
under the provisions of § 301(a) of 
the Federal Power Act, the immediate 
charging off of the amount in ques- 
tion. After considering the financial 
history and present status of the com- 
pany, as reflected in reports to stock- 
holders and to this Commission, we 
are of the opinion that we should not 
order the amount to be charged off at 
once. 

The Securities and Exchange Com- 
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mission, in its order ® dated October 
19, 1939, placed restrictions on the 
payment of dividends on the company’s 
stock. Under these restrictions, divyj- 
dends are prohibited on common and 
preferred stock, unless the company 
expends or accrues for maintenance 
and depreciation an amount equivalent 
to 15 per cent of the company’s gross 
operating revenues received from Oc- 
tober 1, 1939, to the date of the pro- 
posed dividend payment. In addi- 
tion, dividends on the company’s com- 
mon stock may be paid only from 
earnings accrued subsequent to Sep- 
tember 30, 1939. This latter restric- 
tion has the effect of impounding the 
company’s earned surplus of $983, 
160.45 as of that date. 

Considering all relevant factors, we 
find that it is in the interest of con- 
sumers, investors, and the public to 
direct the disposition of the $3,500,- 
000 write-up by requiring the com- 
pany to apply all net income above pre- 
ferred stock dividend requirements to 
the disposition of the $3,500,000 in 
Account 107. This disposition, as- 
suming adequate earnings, is the 
equivalent of obtaining ultimately 
from the holders of the common stock 
(the holding company) a considera- 
tion of $3,500,000 for the stock. Cer- 
tainly dividends should not be paid on 
the common stock until it has the 
equivalent of a paid-in value. 


Preferred Stock Selling Expense 


[11] The company reported in Ac- 
count 107, $243,953.47, representing 
expenses incurred in connection with 
the sale of its preferred stock. In the 
joint report the staffs recommended 
that the preferred stock selling expense 





9 Holding Company Act Release No. 1760. 
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be transferred to Account 151, Capital 
Stock Expense. Our System of Ac- 
counts provides that this account 
“shall include all expenses incurred in 
connection with the issuance and sale 
of capital stock which are not prop- 
erly chargeable to Electric Plant Ac- 
count 301, Organization, and which 
have not been charged to Account 414, 
Miscellaneous Debits to Surplus.’’ We 
fnd that the company’s preferred 
stock selling expense is properly in- 
cludible in Account 151, Capital Stock 
Expense. 

Notwithstanding the company’s 
afterthought contention that the dis- 
position of the amounts in Account 
107 was not an issue in this proceed- 
ing, the company by letter dated May 
31, 1940, concurred in the disposition 
of the foregoing $243,953.47, as rec- 
ommended in the joint report. 


Miscellaneous Items Erroneously 
Charged to Electric Plant and Re- 
classified in Account 107 by the 
Company 


In the company’s reclassification 
study it found that amounts totaling 
$77.27 had been erroneously charged 
to the Transmission Land Account. 
To correct these accounting errors the 
company properly transferred those 
amounts to Account 107, Electric 
Plant adjustments. 

In the joint report the staffs recom- 
mended that the $77.27 be charged to 
Account 271, Earned Surplus. In the 
company’s letter of May 31, 1940, ac- 
knowledging receipt of the joint re- 
port, it contends that the $77.27 
should be disposed of by considering 
it a “delayed item” and transferring 
it to operating expenses in conformity 
with General Instruction 6 of the Sys- 


tem of Accounts. The amounts con- 
stituting the $77.27 are not “delayed 
items” as defined in the System of Ac- 
counts, but genuine accounting errors. 
We find, therefore, that the proper 
disposition of the $77.27 is a transfer 
of that amount from Account 107 
to Account 271, Earned Surplus. 


Findings 


Based upon the evidence in this 
case, we make the following findings 
of fact: 

1. Northwestern Electric Company 
owns and operates facilities for the 
transmission of electric energy in in- 
terstate commerce and for the sale of 
electric energy at wholesale in inter- 
state commerce, is engaged in the busi- 
ness of such transmission and sale, 
and is, therefore, a public utility sub- 
ject to the jurisdiction of this Com- 
mission within the meaning of the 
Federal Power Act; 

2. The company has not complied 
with the reclassification requirements 
of this Commission’s Uniform Sys- 
tem of Accounts in that it has errone- 
ously included in Account 100.1, Elec- 
tric Plant in Service: (a) the amount 
of $408,419.82, representing a re- 
statement in plant accounts of admin- 
istrative and general expenses 
charged to expense in the years 1926 
to 1936, inclusive; (b) the amount of 
$31,389.87, representing recomputa- 
tion of interest during construction 
from 1914 through 1925; (c) the 
amount of $3,500,000, representing a 
write-up of the plant account equal to 
and associated with the amount of 
common stock outstanding, which 
stock was issued without value hav- 
ing been received; (d) the amount of 
$31,443.45, representing assumed in- 
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terest on average cash balances; and 
(e) the amount of $238,220.52, rep- 
resenting assumed interest and taxes 
on the average materials and supplies 
held for construction ; 

3. The cost ($4,426,886.24) of the 
company’s production and general fa- 
cilities, which are jointly used in ren- 
dering electric and steam-heating serv- 
ice, should be included in Account 
108, Other Utility Plant (Common) ; 

4. The cost ($6,612.92) of the com- 
pany’s equipment, located in the Tay- 
lor street substation, which is not 
presently in service, should be includ- 
ed in Account 100.4, Electric Plant 
Held for Future Use; 

5. The cost ($77,169.90) of the 
company’s steel towers and fixtures on 
the Albina-Lincoln and Camas-Albina 
transmission lines should be included 
in Account 344, Towers and Fixtures; 


6. The $3,500,000 write-up should 
be included in Account 107, and 
should be disposed of by applying 
thereto all annual net income, after al- 
lowance for preferred stock dividend 
requirements, until the disposition of 
the entire amount has been accom- 
plished ; 

7. The company’s preferred stock 
selling expense in the amount of $243,- 
953.47 should be included in Account 
151, Capital Stock Expense; 

8. Miscellaneous items totaling 
$77.27, which the company erroneous- 
ly charged to electric plant, should be 
charged to Account 271, Earned Sur- 
plus. 

An appropriate order requiring the 
Northwestern Electric Company to 
adjust its books of account to conform 
with our opinion and findings will be 
issued. 





SECURITIES AND EXCHANGE COMMISSION 


Re Washington Gas & Electric Company 


[File No. 70-107, Release No. 2249.] 


Intercorporate relations, § 18.1 — Holding companies — Security acquisition — 


Purchase through affiliate. 


1. Authority for a holding company to purchase outstanding bonds pur- 
suant to Rule U-12C-1, promulgated under § 12(c) of the Holding Com- 
pany Act, 15 USCA § 791 (c), should be subject to the condition that no 
purchases be made from any affiliated interests, where it appears that cus- 
tomers of an affiliated firm have enjoyed some advantage in disposing ot 


their bonds to the company, p. 223. 


Intercorporate relations, § 18.1 — Holding companies — Security acquisition. 
2. Authority for a holding company to purchase outstanding bonds pur- 
suant to Rule U-12C-1, promulgated under § 12(c) of the Holding Com- 
pany Act, should be limited to the purchase of senior bonds where the weak 
financial condition of the company makes it improbable that the junior bonds 
will be paid in full at maturity, p. 224. 


[August 16, 1940.] 
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gegen by registered holding company pursuant to Rule 

U-12C-1, promulgated under § 12(c) of the Holding 

Company Act, with regard to open market purchases of out- 
standing bonds; application granted subject to conditions. 


APPEARANCES: Sherley Ewing of 
the Public Utilities Division for the 
Commission; Washington Gas and 
Electric Company by its officers. 


By the Commission: Washington 
Gas and Electric Company (herein- 
after referred to as “Applicant’”’) a 
registered holding company and a sub- 
sidiary of North American Gas and 
Electric Company, also a registered 
holding company, has filed an applica- 
tion pursuant to Rule U-12C-1 pro- 
mulgated under § 12 (c) of the Public 
Utility Holding Company Act of 1935, 
15 USCA § 791 (c) with regard to 
open market purchases of its outstand- 
ing bonds throughout the remainder 
of the calendar year 1940. 

A public hearing was held after ap- 
propriate notice and having examined 
the record in this matter, the Commis- 
sion now makes the following find- 
ings: 

Applicant, a Delaware corporation, 
conducts electric, gas, water, and 
steam operations in Washington and 
has two utility subsidiaries operating 
in Oregon and Utah. Another sub- 
sidiary operating in Canada was ex- 
empted from the provisions of the act 
by order of this Commission dated 
April 4, 1936.1 


¥ 


Balance Sheet 


The baiance sheet of applicant as 
of May 31, 1940, per books and after 
giving effect to the elimination of 
property and investment revaluations 
and the inclusion of preferred divi- 
dends in arrears is as follows: 


Assets 


Per Books Adjusted 
Plant, property, rights, 
franchises, etc. ..... $15,499,958 $10,775,5362 


Intercompany invest- 
3,038,926  2,776,1898 


ments 
Miscellaneous invest- 

120,256 120,256 
573,714 573,714 


439,738 439,738 
$19,672,592 $14,685,433 
Liabilities 
$10,008,800 $10,008,800 
362,207 362,207 


84,034 84,034 
1,985,388 635,762 


16,904 16,904 


691,4264 
3,826,800 


Current BESOIG cscs 
Prepaid charges and 
accounts 





Total assets 


Long-term debt 
Current liabilities ... 
Deferred liabilities ... 
Reserves 
Contributions for line 
extensions ......... 
Preferred dividends in 


Capital stock 

Surplus arising 
appraisals 

Surplus arising 
retirement of pre- 
ferred stock 

Earned surplus or 
(deficit ) 


3,826,800 
3,374,796 


13,460 
203 (940,500) 
- » $19,672,592 $14,685,433 


On the basis of the above balance 





Total liabilities 





1In Re Dominion Electric Power Limited, 
Holding Company Act, Release No. 159, 1 
SEC 411. 

2Tn connection with the acquisition of cer- 
tain properties in 1927 through 1930 an ap- 
praisal was recorded on the books at $4,724,- 
422 in excess of cost; of this amount $3,374,- 
796 was credited to surplus from appraisals 
and $1,349,626 to reserve for renewals and 
replacements.” 
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3 At May 31, 1940 the excess of the amount 
at which investments in subsidiary companies 
was carried on the books of the parent com- 
pany over the adjusted underlying book value 
of such securities amounted to $262,737. 

4 Equal to $51.92 per share on 13,318 shares 
outstanding of 7 per cent cumulative preferred 
stock, par value $100 per share. 
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sheet the percentage of long-term debt 
to net plant, property, etc., as adjusted, 
would be 98.68 per cent. Similarly 
the ratio of reserve for depreciation to 
gross plant, property, etc., is 12.79 per 
cent per books while on an adjusted 
basis (after eliminating upward re- 
valuations with respect to both plant 


Amount 


$1,442,400 
2,197,400 
3,217,000 


Long Term Debt: 
First mortgage 53% due 1947 
First mortgage 54% due 1953 
First mortgage 5% due 1955 
— and general mortgage 6% due 


Total long term debt 


Preferred Stock: 
7% Cumulative 
Dividends in arrears 


Total preferred stock 


Common Stock and Surplus: 
Common stock 


Surplus: 

Arising from appraisals 

Arising from retirement of preferred stock 
Earned 


Total SHSOUS ac sswreiewinssons oes 
Total common stock and surplus .. 


Total capitalization 


Earnings 
The earning power of the Applicant 


Consolidated : 
Gross revenues 
Gross income 
Net income 
Times interest and other deductions earned 


Corporate: 
Gross revenues 
Gross income 
Net income 
Times charges earned 


During the year ended May 31, 
1940 bond interest was earned 1.34 
times on a consolidated basis, and 1.32 
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3,152,000 
10,008,800 


3,374,796 
13,460 08 
3,388,459 
5,883,459 
$17,224,059 


1937 


$2,319,860 
685,899 

$(15,455) 
0.89 


$1,708,051 
579,076 

$(20,511) 
0.97 


and reserve accounts) it would be 5.87 
per cent. 
Capitalization 
The capitalization of applicant as 
of May 31, 1940, per books and ad- 
justed to give effect to preferred divi- 
dends in arrears and elimination of 
revaluations is as follows: 


As Adjusted 
Amount % of Total 


$1,442,400 10.62% 
2'197,400 16.17 
3'217,000 23.68 
3,152,000 23.20 


10,008,800 


Per Books 
% of Total 


8.37% 
12.76 
18.68 


18.30 


58.11 


73.67 


1,331,800 
691,426 


2,023,226 


9.80 
5.09 


14.89 


7.73 


7.73 


14.49 


18.36 


2,495,000 


19.59 

203 (940,500) 
(940,500) 

“1,554,500 


$13,586,526 


(6.92) 
(6.92) 
11.44 


100.00% 


19.67 


34.16 


100.00% 


is indicated by the following tabula- 
tion : 

Year ended 
May 31,’40 


$2,508,278 
862,443 
$104,202 
1.14 


1938 


$2,281,885 
706,797 

$(2,123) 
1.00 


1939 


$2,441,495 
819,099 
$98,059 
1.13 


$1,695,012 

435 981 
9,9 

1.14 


$1,641,802 
595,074 

$(14,007) 
0.98 


$1,750,649 
703,530 
$87,657 
1.14 


times on a corporate basis. During 
this period combined depreciation ex- 
pense and maintenance was equal to 
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1.97 per cent of gross property ac- 
count less revaluations or 12.55 per 
cent of gross revenues. 

Accumulated undeclared dividends 
on the 7 per cent cumulative preferred 
stock of the company as of May 31, 
1940 were equal to $691,426, or 
$51.92 per share. Although the rec- 
ord indicates that for the year 1940 
an estimated $234,607 in cash would 
be on hand at the year’s end without 
accounting for the proposed bond pur- 
chases, it is clear from the above that 
the earning power supporting the 
bonds of Washington Gas and Elec- 
tric Company is weak. 


Nature of Proposed Transactions 


According to this application the 
Applicant proposes to use a sum of not 
in excess of $100,000 for open market 
purchases of the above-mentioned 
bond issues. The proposed acquisi- 
tions will be in addition to those al- 
ready made this year under our Rule 
U-9C-3(14). The reacquired bonds 
will not be retired, but will be held in 
the treasury. Since January 1, 1940, 
the Applicant has purchased the fol- 
lowing principal amounts of the vari- 
ous issues and the record states that 
the over-the-counter quotations on 
July 1st were as indicated below: 


- Bid Offered 
First mortgage 


53% due 1947 .... $14,500 75 77 
53% due 1953 .... 22,100 743 none 
5% due 1955 .... 32,000 724 none 
First lien and general 
mortgage 
6% due 1960.... 


Amount 


31,000 49 51 


[1] The record indicates that the 
principal market for these bonds is 
New York, Chicago, Seattle, and Bos- 
ton, in which cities four investment 
houses make a market in the securities. 
The record also contains a list of the 
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holders of $10,000 or more principal 
amount of each series of bonds and 
statements by officers and directors of 
the holding company system with re- 
gard to their direct and indirect inter- 
est in these securities within the twelve 
months preceding the filing of the ap- 
plication. From such material it does 
not appear that any affiliated interests 
have particularly large interests in 
these securities. However, the quar- 
terly reports of acquisitions of out- 
standing securities ® indicate that from 
December 1, 1935, through March 31, 
1940, $101,700 principal amount of 
the Applicant’s outstanding bonds 
were purchased from A. C. Allyn & 
Co., which firm is stated in the record 
to be one of those making a market in 
the securities. One director of North 
American Gas & Electric Company is 
a director and vice president of A. C. 
Allyn & Co. Since, during the same 
period, only a total of $192,600 prin- 
cipal amount of bonds was purchased 
by the Applicant, it would appear that 
customers of A. C. Allyn & Co. have 
enjoyed some advantage in disposing 
of their bonds to the company, or that 
the firm has purchased bonds from its 
customers and sold them to Applicant 
when funds were available for acquisi- 
tions. 

Without indicating any criticism of 
such transactions, it does appear that 
other security holders may be at some 
disadvantage, especially if they are not 
in close contact with the large financial 
centers. In view of the foregoing it 
would seem appropriate to condition 
our order so that no purchases should 
be made from any affiliated interests. 

Only one of the above bond issues 

5 Form U-14-1 filed by Applicant and Re 
North American Gas & E. Co. File No. 36-1. 
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(the 54 per cent series due 1947) has 
a sinking-fund provision. The in- 
denture securing that issue requires 
the annual deposit of a sum equal to 1 
per cent of the greatest amount out- 
standing during the preceding six 
months’ period. All moneys in such 
sinking fund are to be used exclusive- 
ly for the purpose, acquisition, retire- 
ment, or redemption of the bonds of 
that series. The Applicant may tender 
reacquired bonds to meet the sinking- 
fund requirements of this issue. 

[2] Inasmuch as the weak financial 
condition of the Applicant makes it 
improbable that the junior bonds will 
be paid in full at maturity, it is our 
opinion that approval should only be 
given to the application with regard to 
the purchase of the senior bonds. Ap- 
plicant has stated that it desires free- 
dom to acquire bonds of any issue ex- 
ercising its discretion with regard to 
favorable market conditions. Never- 
theless, such a reason does not offset 
the probable inequities of a company 
in such a weak financial condition us- 
ing free cash for the retirement of 
junior obligations, when there is a 
substantial amount of senior securities 
outstanding. Accordingly the appli- 
cation will be denied in so far as it 


relates to the first lien and general 
mortgage bonds. 

An appropriate order will issue per- 
mitting the use of the sum of $100,000 
during the remaining portion of the 
calendar year of 1940, for the pur- 
chase of bonds of the following issues: 

First mortgage 543% series due 1947 

First mortgage 54% series due 1953 

First mortgage 5% _ series due 1955 
Our order will be subject to the fol- 
lowing conditions : 

1. That the transactions be carried 
out in the manner of and for the pur- 
pose represented by the application and 
in accordance with the terms and con- 
ditions of our order. 

2. That Washington Gas and Elec- 
tric Company file with the Commis- 
sion within ten days after the first of 
each month, a statement showing the 
amounts of each series purchased, 
prices, brokers, and beneficial owners. 

3. That no bonds be purchased from 
any officers or directors of the holding 
company system or from or through 
any firms of which such individuals 
are affiliates. 


By the Commission, Commissioners 
Healy and Henderson being absent 
and not participating herein. 





MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES 


Re Boston Edison Company 


[D.P.U. 6228.] 


Security issues, § 13 — Sinking-fund provision. 
1. A sinking-fund provision in connection with the issuance of first mort- 
gage bonds was approved as not adversely affecting the public interest and 
as a safeguard inducing the investor to loan his money at reasonable rates, 


p. 226. 
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Security issues, § 5 — Optional redemption clause. 
2. Bonds embodying an optional redemption clause under which the com- 
pany was given the right to call them before maturity were approved, 
p. 227. 


Security issues, § 5.1 — Call premiums — Optional redemption clause. 

3. A call premium for the protection of bondholders who purchased their 
bonds at the advanced price represented by the amount of premium was 
approved as likely to result beneficially to the company, in giving assurance 
of the best possible price at the time of sale, and as a benefit to the pur- 
chaser by the secured advantage of a net rate of yield which would be 
at least equal to the basis upon which he made the original purchase, irre- 
spective of the date on which the bonds might be called, p. 227. 


Security issues, § 5.1 — Call premuim — Variation — Sinking-fund provision. 
4. A lower call premium for bonds which may be called for a sinking fund 
is not illogical, as the sinking fund is in purpose an additional protection 
for the investor and no substantial penalty should be imposed upon the 
company by the necessity for paying the call price, p. 227. 


Security issues, § 129 — Decision on application — Avoidance of delay. 
5. The Commission ought to act affirmatively upon a petition for author- 
ization of a bond issue without delay, in the absence of any controlling fact 
making advisable a detailed engineering inventory, since there is involved 
the element of prevailing market conditions, which, owing to extraneous 
influences of wide import both domestically and abroad, may be affected 
adversely to the company’s interest without notice, p. 229. 


[November 18, 1940.] 


iene for approval of issue of bonds for refunding; 
granted. 


bg 


APPEARANCES: F., Manley Ives and The purpose of the issue is to obtain 
James V. Toner, Treasurer, for the funds for redemption of outstanding 
petitioner. bonds, similarly secured and identical 

as to principal amount, maturing in 

Grant, Commissioner: Boston 1965. The prior bonds were issued in 
Edison Company, the petitioner here- 1935, after the Department had voted 
under, seeks authority by vote of this that the same were reasonably neces- 
Department, as provided in § 14 of sary for the payment of indebtedness 
Chap. 164 of the General Laws (Ter. theretofore incurred for additions to 
Ed.) for the issuance, at not less than and extensions of the plant and prop- 
par, of bonds of the company in the erty of the company. The petitioner 
aggregate amount of $53,000,000. represents that the refinancing opera- 
This issue is proposed to be secured by tion herein proposed will effect an an- 
a first mortgage of the company’s fran- nual saving amounting to between 
chise and property under a trust and $120,000 and $150,000, with resultant 
mortgage indenture between the com- benefit to the company and to its cus- 
pany and the State Street Trust Com- tomers. It is the intention of the 
pany of Boston, as trustee. company, in the event of our approval, 
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to pay to bondholders of the outstand- 
ing issue the par value of the said 
bonds plus the call premium of each, 
and in the event that insufficient funds 
are received from the sale of the new 
bonds, the difference required to make 
up the amount of the call premium will 
be paid from current funds. 

In pursuance of the requirement of 
the statute, the Department held a pub- 
lic hearing on the petition November 
12, 1940, at which representatives of 
the company submitted a certified copy 
of the vote of the stockholders, to- 
gether with the registration statement 
required to be filed with the Securities 
and Exchange Commission under the 
Securities Act of 1933 and other per- 
tinent information. No one appeared 
to oppose it. 

It was submitted on behalf of the 
petitioner that during the period from 
January 1, 1935, to September 30, 
1940, which is inclusive of the entire 
time intervening since the company 
issued the bonds herein scheduled for 
retirement, there were gross additions 
to the plant of Boston Edison Com- 
pany amounting to $18,081,513.68. 
Concurrently there were effected re- 
tirements from plant of $11,758,302.- 
82, representing net additions to plant 
of $6,323,210.87, the expense of which 
was met out of the general funds of 
the company, no new stock or bonds 
-having been issued therefor. 

[1] The bonds to be issued under 
the proposed plant are characterized by 
a sinking-fund provision similar to 
that contained in those of outstanding 
issue, which provides for the payment 
into such fund of one per cent per 
annum, beginning July 1, 1941. This 
feature was the object of criticism at 
the hearings held in connection with 
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the prior petition, largely on the 
ground that it constituted somewhat 
of a departure from the established 
practice of the Department and be- 
cause of the contention that payments 
into the fund for retirement of the 
bonds would be drawn, in last analysis, 
from contributions furnished by the 
company’s customers. 

In its decision, approving the issue, 
dated July 3, 1935 (D. P. U. 4968, 
10 PUR(NS) 99, 104), the Depart- 
ment considered these objections and 
justified its action with relation there- 
to in the following language: 

“It is not strictly a sinking fund, 
but rather a retirement fund, the one 
per cent being used to retire bonds, and 
thus the danger of loss by investment 
of the sinking fund is avoided. We 
see nothing objectionable in the sink- 
ing-fund provision. It will reduce in- 
terest charges and will have a similar 
effect as appropriations to reserve for 
depreciation and will give additional 
assurance to the stockholders and to 
the public that the company is putting 
its house in order.” 

The similar retirement provision of 
the new bonds further postpones the 
operative provisions of the plan until 
December 1, 1946. It provides that 
bonds having a par value equal to one 
per cent of the largest amount which 
shall at any time thereafter be out- 
standing shall be purchased and re- 
tired upon an annual basis. We are 
aware of no conflicting interest in the 
relations of the company and the pub- 
lic by which restatement of the view 
expressed in D. P. U. 4968, supra, 
would be estopped. This sinking-fund 
provision, so-called, is in the nature of 
a protective device for the security of 
the investor. The annual payments 
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thereafter required are not chargeable 
to operating expenses. Their effect 
will be progressively to diminish in- 
terest charges and, provided there are 
established whatever safeguards may 
be necessary and proper to prevent the 
inclusion of this fund in any basis of 
estimating future rates and prices to 
customers, it cannot adversely affect 
the public interest. 

The fact that the Department has 
seldom authorized the use of such a 
device for the retirement of funded 
obligations is not sufficient, of itself, 
to warrant an expression of disap- 
proval in any individual case. As a 
matter of fact there have been sinking- 
fund authorizations in a numper of 
cases before the Department extend- 
ing over a considerable period of time. 
Such a fund was provided in D. P. U. 
439, decided June 3, 1921, which was 
a petition by the New England Power 
Company for modification of a certain 
order of the Board of Gas and Elec- 
tric Light Commissioners dated July 
26, 1917, approving an issue of bonds 
and stock by said company. In this 
case the petitioner was ordered to make 
semiannual payments into the fund for 
retirement of bonds sold below par. 
Similar provision was made in D. P. 
U. 3435, involving stock and bonds of 
the Barnstable Water Company, de- 
cided May 10, 1929. There is like- 
wise the recent case of the Housatonic 
Water Works Company (D. P. U. 
5831), issued June 26, 1939, in which 
the Department ordered the payment 
of $2,000 per annum into a retirement 
fund for the cancellation of notes in 
the aggregate amount of $30,000, is- 
sued in connection with the construc- 
tion of a new filtration system. 

It must be borne in mind that the 
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attraction of necessary capital for con- 
ducting the business of a public utility 
is dependent, in large measure, upon 
the establishment of such safeguards 
as will induce the investor to loan his 
money at reasonable rates. Those 
who purchase long-term utility obliga- 
tions, particularly during periods of 
economic instability require assurance 
that their security will not be impaired 
by improper management practices or 
by overzealous regulation. The timid- 
ity of bond investors where traction 
securities are concerned is commonly 
known; indeed, it was necessary for 
the general court several years ago to 
change the name of the Metropolitan 
Transit District to Boston Metropoli- 
tan District in order to obtain a more 
flexible market for bonds issued in 
connection with the Boston Elevated 
Railway Company financing, notwith- 
standing that these securities were 
backed by the credit of the common- 
wealth. In that case the very use of 
the word “transit” was found to be a 
deterrent. 


The present financial condition of 
many American railroads is also some- 
what in point. In some cases, notably 
that of the New York, New Haven & 
Hartford Railroad Company, recently 
before this Department as a petitioner 
for service reductions, these railroads, 
freed of the encumbrance of top-heavy 
accumulated debt, would be able to op- 
erate maximum schedules and to do it 
profitably. There is at least opportu- 
nity for discussion of what might have 
been the case had it been feasible or 
permissible to have retired these issues 
over the years by the sinking-fund 
method. 

[2-4] In the case before us for de- 
cision the proposed bonds embody an 
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optional redemption clause under 
which the company is given the right 
to call them before maturity. It is 
further stated by the petitioner that 
in all probability the issue will be sold 
at a premium. In such event it will 
be necessary, for the protection of 
those holders who purchase their bonds 
at the advanced price represented by 
the amount of premium, to make pro- 
vision for payment of a call premium 
in the acquisition of bonds which are 
redeemed before the date of maturity. 
Accordingly, the proposed plan sets 
forth that the amount of such call 
premium shall be not less than 3 per 
cent nor more than 4 per cent of the 
principal amount received in excess of 
the initial public offering price. This 
initial call premium, according to pe- 
titioner’s representations, will be re- 
duced by amounts as nearly equal as 
may be, in the case of bonds called for 
redemption after December 1, 1941. 
It is thus anticipated that par will be 
reached at maturity and, in the inter- 
vening period, any bondholder who 
surrenders his bonds for payment on 
an intermediate date of call will receive 
a price no less favorable, on a yield 
basis, than the price he pays at the time 
of issue of the bonds by the company. 

Objectively considered, we think 
this provision for call premium will 
result beneficially to the company as 
it gives assurance of the best possible 
price at the time of sale. Conversely, 
there is a distinct benefit to the pur- 
chaser by the secured advantage of a 
net rate of yield which will be at least 
equal to the basis upon which he made 
the original purchase, irrespective of 
the date on which the bonds may be 
called. We further apprehend that 
there can be no public objection to a 


provision which secures to the com- 
pany the lowest possible interest rate 
and leaves the matter of electing to call 
solely within the company’s discretion. 

The bonds which may be called for 
the sinking fund will bear a lower call 
rate than the bonds called under the 
optional redemption clause but provi- 
sion has been made that at no time will 
the call price for sinking-fund bonds 
be less than a price sufficient to return 
to the investor his net yield rate up to 
and including the date of the call. This 
lower call price for bonds called under 
the sinking-fund provision appears not 
to be illogical as the sinking fund is in 
purpose an additional protection for 
the investor and no substantial penalty 
should be imposed upon the company 
by the necessity for paying the call 
price. 

The mortgage securing the proposed 
bond issue includes substantially the 
same properties as those covered by 
the mortgage security for the present 
outstanding bonds, subject, of course, 
to a net increase accruing from the 
balance of extensions and retirements 
made since their date of issue in 1935. 
These have been checked in recent 
months by the engineering and ac- 
counting divisions of this Department 
and we are satisfied that there have 
been made by the company expendi- 
tures properly capitalizable sufficient 
to warrant the issue of bonds to the 
amount of $53,000,000. 


The amount of outstanding capital 
stock of the company consists of $61,- 
716,400 in shares of par value and 
paid-in premiums of $41,105,947.45. 
The plant investment, as of December 
31, 1939, shown in the 1940 return on 
file in the Department, amounts to 
$164,651,808.56, to which are added 
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items of $6,791,793.34, representing 
general equipment, and of $610,668, 
unfinished construction, making a com- 
bined cost cf all property of the com- 
pany of $172,054,269.90. 

The accounting and engineering di- 
visions of the Department report that, 
for the five years ended December 31, 
1939, a check of the additions, better- 
ments, and retirements filed by the 

‘ company shows total additions to prop- 
erty of $16,828,422.41 and total re- 
tirements from this account of $11,- 
005,540.97, making a net total of addi- 
tions during that period of $5,822,- 
881.44. This amount approximates 
the sum of $6,323,210.87 which the 
company represents is the net total of 
additions between January 1, 1935, 
and September 30, 1940, the difference 
being accounted for by the slight dif- 
ference in time used as the basis of the 
company’s figures. 

[5] We are, therefore, convinced 
that there has been no change in the 
nature or extent of the company’s 
property that would lead to a belief 
that, as presently constituted, it does 
not furnish adequate security for the 
obligations sought to be incurred. We 
are likewise mindful that, in enacting 
§ 14 of Chap. 164, the general court 
intended us to act in these matters with 
a degree of despatch consistent with 
the nature of existing circumstances. 
This section provides that : 

“The Department shall render a de- 
cision upon an application for such 
issue within thirty days after the final 
hearing thereon.” 

While this section, as interpreted in 
the Department’s order of July 3, 
1935, 10 PUR(NS) 99, undoubtedly 
is directory, rather than mandatory, 
we think, in the absence of any con- 
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trolling facts making advisable a de- 
tailed engineering inventory at this 
time, we ought to act affirmatively up- 
on this petition without delay. There 
is involved the element of prevailing 
market conditions which, due to ex- 
traneous influences of wide import 
both here and abroad, may be affected 
adversely to the petitioner’s interest 
without notice. 

There can be no objection to this 
issue upon the basis of § 13 of Chap. 
164 which provides that bonds may be 
issued by a gas or electric company to 
an amount not exceeding its capital 
stock actually paid in at the time of 
such issue and applied to the purposes 
of the corporation, increased by all 
cash premiums paid to the corporation 
thereon and likewise so applied. As 
hereinbefore stated, the total par value 
of the petitioner’s capital stock and 
premiums far exceeds the amount of 
these bonds and those which they are 
intended to replace. 


Cot- 


Concurring Commissioners: 
ton, Chairman, Curley, McKeown, 
and Whouley. 


Accordingly, we are of opinion that 
there is nothing pertaining to the pro- 
posed issue which warrants withhold- 
ing our approval thereof and the De- 
partment therefore 

Votes, that the issue of bonds by 
Boston Edison Company, as described 
in the following order, is reasonably 
necessary for the purpose for which 
such issue of bonds has been author- 
ized, and it is 

Ordered, that the Department here- 
by approves of the issue by Boston 
Edison Company, in conformity with 
all the provisions of law relating there- 
to, of first mortgage bonds, at not less 
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than par and accrued interest, to the 
amount of $53,000,000 par value, to 
be dated December 1, 1940, and made 
payable December 1, 1970, bearing in- 
terest at a rate not exceeding 3 per cent 
per annum, payable semiannually, as 
being reasonably necessary for the pur- 
pose for which such issue of bonds is 
authorized ; said bonds to be redeem- 
able in whole or in part at any time at 
a premium to be determined by the 
initial offering price which in case of 
sale to underwriters shall be the price, 
exclusive of accrued interest, at which 
the underwriters first offer the bonds 
to the public and in case of a private 
sale shall be the price, exclusive of ac- 
crued interest, paid by the purchaser, 
the initial premium, for redemption on 
or before December 1, 1941, being the 
premium included in the initial offer- 
ing price plus an additional amount 
which shall be not less than 3 per cent 
nor more than 4 per cent of the prin- 
cipal amount of the bonds, and the 
premium for redemption after Decem- 
ber 1, 1941, being the initial premium 
less reasonably uniform periodic re- 
ductions which shall reduce the premi- 
um at December 1, 1970, to zero, the 
redemption price to be at all times not 
less than that at which the yield to 
stated maturity will be equivalent to 
the yield to stated maturity of the 
initial offering price at the date of is- 
sue; said bonds commencing in 1946 
to be entitled to the benefit of a sinking 
or analogous fund for the annual re- 
tirement of part thereof involving an 
annual payment by the company not 
exceeding one per cent of the maxi- 
mum principal amount thereof which 
have at any one time been outstanding, 
and the initial premium for bonds 
called for payment for sinking-fund 
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purposes during the twelve months’ 
period following December 1, 1946, 
being the sum of (a) the premium at 
which the redemption date, when added 
to the principal amount of the bonds, 
the yield to stated maturity will be 
equivalent to the yield to stated ma- 
turity of the initial offering price at 
the date of issue plus (b) an addi- 
tional amount which shall be not less 
than three-quarters of one per cent nor 
more than 1# per cent of the principal 
amount of the bonds, and the premium 
for such redemption for the successive 
twelve months’ periods following De- 
cember 1, 1947, being such initial pre- 
mium less reasonably uniform periodic 
reductions which will reduce the pre- 
mium at December 1, 1970, to zero, 
the redemption price to be at all times 
not less than that at which the yield to 
stated maturity will be equivalent to 
the yield to stated maturity of the 
initial offering price at the date of 
issue; in all cases bonds called for re- 
demption to be redeemed with accrued 
interest to the redemption date; said 
bonds to be secured, alone or with oth- 
er obligations of the company, by an 
open first mortgage of the company’s 
franchise and property now owned or 
hereafter acquired made to State 
Street Trust Company, trustee; said 
bonds to be the initial series, designat- 
ed series A, issued under said mort- 
gage; and the proceeds of said bonds 
to be applied so far as sufficient to the 
payment and cancellation of obliga- 
tions of the company represented by 
its first mortgage bonds, series A, sink- 
ing fund 34s due 1965, or obligations 
issued for the renewal, extension, or 
retirement thereof, and to no other 
purpose. 


230 





RE MIDDLE STATES UTILITIES COMPANY OF MISSOURI 


MISSOURI PUBLIC SERVICE COMMISSION 


Re Middle States Utilities Company 
of Missouri 


[Case No. 9843. ] 


Valuation, § 413 — Evidence — Tax returns — Inventory. 


1. An inventory of cable and poles of a telephone company made for ap- 
praisal purposes should be accepted rather than quantities shown in tax 
statements where there is no information before the Commission to show 
how the tax returns were prepared, p. 236. 


Rates, § 159 — Attraction of business — Views of stockholders. 


2. Due regard should be given to a contention by preferred stockholders 
of a holding company that a subsidiary company should not be granted 
any increase in rates because an increase would result in an actual loss 
in revenues because of the withdrawal of service by different subscribers, 
particularly in the face of testimony submitted by the company showing 
that there has been a material reduction in the use of the service instead 
of the desired growth, p. 237. 


Valuation, § 211 — Excess property. 
3. The Commission should determine what value should be fixed as a rate 
base with due regard to excess capacity of plant and the use made of the 
property in serving present customers, giving consideration to reasonable 
future requirements, where there has been a continuous increase in the 
investment even though the number of customers has decreased, p. 238. 


$ 202 — Unit for rate making — Telephone toll and exchange. 

4. Allocation of telephone property as between toll service and exchange 
service was considered unnecessary in determining rates of a company fur- 
nishing free service over many lines, p. 242. 


Depreciation, § 26 — Straight-line method — Relation to accrued depreciation. 
5. Use of the straight-line method in determining the amount to be set 
aside annually to depreciation reserve is erroneous when the condition 
of the property is determined by the observation method rather than 
straight-line calculations, p. 242. 


Depreciation, § 26 Annual requirements — Consistency with accrued depre- 
ciation. 

6. An estimate of annual depreciation allowance giving effect to the method 
used in determining the accrued depreciation of the property should be 
approved, p. 242. 

Depreciation, § 77 — Telephone property. 
7. An annual depreciation allowance of 3.25 per cent was approved in 
the case of a telephone company, p. 242. 
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Return, § 111 — Telephone company. 


8. A return allowance of 64 per cent was approved for a telephone com- 


pany, p. 244. 


[December 2, 1940.] 


F apncenqirto by telephone company for authority to increase 
rates; increased rates authorized. 


By the Commission: This case is 
before the Commission on application 
of Middle States Utilities Company, 
filed February 1, 1940, for an inves- 
tigation and finding of the Commis- 
sion fixing the fair value of the ap- 
plicant’s property in Missouri used and 
useful in furnishing telephone service, 
and authority for the applicant to file 
a schedule of rates for telephone serv- 
ice in Missouri as may be found nec- 
essary to produce a reasonable return 
upon the value of the property. The 
Commission issued its report and or- 
der on February 20, 1940, ordering 
its engineering and accounting de- 
partments to make such investigation 
of the company as deemed necessary to 
enable the Commission to determine 
rates for telephone service that will 
produce fair and reasonable return on 
the present fair value of the Com- 
pany’s property used and useful in 
public service. 

Following the investigation made 
by the accounting and engineering de- 
partments, the case was heard before 
the Commission on May 22, 23, and 
June 7, 1940, due notice of hearing 
having been given all interested par- 
ties. The applicant, the cities of Ka- 
hoka, Bethany, Hamilton, Unionville, 
Lawson, and a representative of 124 
preferred stockholders of the Middle 
States Utilities Company of Delaware 
appeared by counsel. The Commis- 
sion was represented by its chief coun- 
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sel and the heads of its accounting, en- 
gineering, and telephone departments 

At the hearing, petitions were filed 
by the 124 preferred stockholders of 
the Middle States Utilities Company 
of Delaware, which is the Company 
holding the common stock of the Mid- 
dle States Utilities Company of Mis- 
souri, the Andrew County Mutual 
Telephone Company, and the Clinton 
County Telephone Company. These 
petitions asked that the Public Service 
Commission grant no further increase 
in rates to the Middle States Utilities 
Company of Missouri, contending that 
although the petitioners own preferred 
stock only in the holding company, as 
a matter of fact they are the owners of 
the operating companies because the 
common stock in the holding company 
has no equity. These petitioners pro- 
tested any increase on the theory that 
such an increase would be damaging 
to the Company and to the interest of 
the petitioners, and that the increase, 
if granted, would result in an actual 
loss of revenue to the companies rath- 
er than an increase in revenue, because 
of the discontinuance of service by the 
different subscribers. 

The Middle States Utilities Com- 
pany of Missouri, hereinafter called 
“Company,” is a Missouri corporation 
with general offices located at Platts- 
burg, Missouri, and furnishes tele- 
phone service in northern Missouri 
through exchanges located in the fol- 
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lowing 21 cities and villages: Baring, 
Bethany, Blythedale, Brimson, Cains- 
ville, Cameron, Gilman City, Hamil- 
ton, Hartford, Jamesport, Kahoka, 
Kingston, Lawson, Memphis, Mercer, 
Mt. Moriah, Princeton, Ridgeway, 
Unionville, Wayland, and Winston. 
In presenting its application for an 
increase in rates, the Company sub- 
mitted an appraisal of the physical 
property of the Company prepared by 
Mr. F. M. Plake, consulting engineer, 
as of the date December 31, 1938, 
showing the original cost, cost of re- 
production, and the cost of reproduc- 
tion less depreciation. According to 
the appraisal introduced by the appli- 
cant, Exhibit No. 2, the inventory of 
the physical property of the Company 
was made by actual count of the vari- 
ous units as prescribed by the Federal 
Communications Commission. Per- 
manent map records of all the pole lines 


and cable were prepared, and the en- 
tire inventory is considered correct 


within reasonable limits. The testi- 
mony shows that the original cost of 
the property for the period 1926 to 
December 31, 1938 was determined by 
a canvass of all the vouchers of the 
Company covering purchases of con- 
struction material. For the earlier pe- 
riod prior to 1926, the records are not 
complete and it was necessary to sup- 
plement the records that were avail- 
able with estimates of cost. Labor 
performances for the original con- 
struction are the results of studies of 
other and similar properties under the 
same management, or studies made on 
the same property. 

In the Company’s original cost ap- 
praisal, an item was allowed for or- 
ganization which was computed as 1 
per cent of the cost of the physical 
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property. A general overhead allow- 
ance of 8 per cent was added to the 
entire cost including organization, the 
amounts included for each of said 
overhead allowances being as follows: 
preliminary expense, 1 per cent; ad- 
ministrative expense, 1 per cent; legal 
expense, $ of 1 per cent; engineering, 
34 per cent ; taxes during construction, 
4 of 1 per cent; interest during con- 
struction, 14 per cent. 

After the Company filed its inven- 
tory and appraisal, the Commission 
engineers checked the inventory, vis- 
iting every exchange in the system. 
Having access to the Company’s work- 
ing papers on which the inventory 
was prepared, Commission engineers 
checked the dimensions of buildings, 
calculations of quantities, number and 
kind of poles, and other pertinent de- 
tails, and by means of this spot check 
the Commission engineers were satis- 
fied that the inventory as filed by the 
Company was substantially correct. 

In checking the original cost esti- 
mate, the Commission engineers had 
access to the vouchers showing the 
purchases and expenditures of the 
Company for materials. A purchase 
record of the various items of mate- 
rials had been made by the company 
engineer, and this was checked suff- 
ciently to assure the Commission en- 
gineers that the average cost of mate- 
rials used by the company engineer in 
his original cost estimate was correct. 
The labor performance in the company 
engineer’s original cost estimate was 
found to be correct by the Commis- 
sion engineers on all accounts except 
buildings. 

The Commission engineers’ investi- 
gation of the original cost of build- 
ings indicated that the Company’s es- 
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timate was too high, and they adjust- 
ed that item in the estimate that they 
submitted in Commission’s Exhibit A. 
The Commission engineers did not dis- 
tinguish between organization and 
other general overheads but included 
all of them in one lump sum. The or- 
iginal costs at December 31, 1938, as 
shown in Company’s Exhibit 2 and 
Commission’s Exhibit A are as fol- 
lows: 
Original Cost Estimate 

Comm. 

Engrs. Company 


$9,570 \ $9,570 
49,494 54,129 


606,450 606,450 


Item 


Buildings 
Remaining physical property 
(Accts. 221-264, incl.) 





$670,149 
60,850 


$665,514 


General overheads, includ- 
i 60,429 


ing organization 





$725,943 $730,999 


The Commission engineers allocated 


one-half of the central office land and 
building at Jamesport to property not 
used in public service. The amount so 
allocated was $1,777 on the basis of 
original cost. We will discuss further 
the subject of property not used in 
public service later in this report. 

After careful consideration of the 
facts and evidence concerning the item 
of original cost, the Commission is of 
the opinion that the original cost of 
the property of the Company at De- 
cember 31, 1938, was $725,943, and 
of the property suitable for use in pub- 
lic service was $724,166. 


In the Company’s cost of reproduc- 
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tion pricing as of the date December 
31, 1938, the appraisal takes into con- 
sideration the theory that the entire 
property of the Company would be 
constructed in one continuous opera- 
tion and in the most economical man- 
ner. Material costs were obtained 
from manufacturers and jobbers who 
supplied the Company’s needs, struc- 
tures were priced from contractors’ 
and dealers’ quotations, switchboards 
were priced by companies who origi- 
nally manufactured and installed the 
boards, and labor gang make-ups and 
labor performances were adopted that 
were deemed applicable to continuous 
and wholesale construction, and pres- 
ent labor rates as paid by the Company 
applied to said gangs. Provision was 
made for the direct material and la- 
bor overhead costs which include pur- 
chasing and stores expense, miscel- 
laneous materials, miscellaneous labor 
expense, supervision of productive la- 
bor and materials, public liability, 
property damage, and compensation 
insurance, and omissions and contin- 
gencies. On items of property such 
as switchboards and structures, which 
were appraised as installed, it was as- 
sumed that the contractors giving the 
quotations included what they consid- 
ered a proper allowance for such a 
cost. 

The Commission engineers also pre- 
pared a cost of reproduction estimate 
of all the property as of December 31, 
1938. The estimate prepared by the 
respective engineers follows: 
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Cost of Reproduction 
December 31, 1938 
Comm. 
Engrs. 
$7,700 
58,030 


101,571 
108,288 
6,934 


10,504 
10,347 
249 249 


1,510 
306,178 
32,001 
11,671 
47,520 


Company 
$7,700 
58,225 


101,571 
97,480 


Plant Accounts 


Buildings 

Central office equip- 
ment 

Station apparatus ... 

Station installations 

Drop wires 

P.B.X 


235 Booths and special fit- 
tings 

241 Pole lines 

242.1 Aerial cable 

242.2 Underground cable .. 

242.3 Buried cable 

243 Aerial wire 

244 Underground conduit 

261 Furniture and fixtures 

264 Vehicles 





Subtotal 
General overheads including 
organization 


$800,608 
109,413 


$795,445 
108,377 





$910,021 $903,822 

The engineer for the Company pre- 
pared a cost of reproduction less de- 
preciation appraisal which was ob- 
tained by the application of percent- 
ages, representing condition, to the 
cost of reproduction new of the prop- 
erty as found in the various accounts. 
Depreciation, as shown, is the result 
of field inspections, consideration of 
the age of the property, character of 
maintenance, and examination of the 
record of removals. The-Commission 
engineers observed the property for 
depreciation, and after that inspection 
adopted the Company’s various per- 
centages for the accounts as to the 
condition per cent, being of the opin- 
ion that these percentages were con- 
servative. The respective reproduc- 
tion less depreciation appraisals are as 
follows : 


Cost of Reproduction 
Less Depreciation 


Company 
$7,700 


561,470 
$569,170 
77,593 
$646,723 


Other physical property 
(Accts. 212-264, incl.) 567,364 
$575,064 
General overheads, includ- 
ing organization 2,905 
$657,969 








The manager of the municipal light 
and water department of the city of 
Kahoka testified for the protestants 
that the average small pole, 20 to 25 
feet in length, could be delivered, hole 
dug, and pole set for $1.50. He also 
testified that labor for a 30-foot pole 
would cost $2, and for 35-foot pole 
would be around $2.50. He also tes- 
tified that the city of Kahoka had pur- 
chased 25-foot Class 6, 30-foot Class 
5, and 35-foot Class 5 creosoted pine 
poles at $5.55, $8.93, and $13.32, re- 
spectively. He also testified that butt- 
treated cedar poles might be purchased 
at the following prices: 25-foot, 
$3.15; 30-foot, 6-inch top, $5.88; 35- 
foot, 7-inch top, $9.98, delivered at 
Kahoka. Although the protestants 
witness’ estimate of labor cost for poles 
was considerably less than the amount 
shown in the Commission engineers’ 
appraisal for similar sized poles, it was 
shown through cross-examination that 
the labor figures he quoted did not in- 
clude an allowance for workmen’s 
compensation and public liability in- 
surance, or for social security taxes, 
his estimate being based entirely on 
the cost experience of a municipal 
electric plant, which does not have to 
pay such items of expense. The cost 
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of creosoted pine poles purchased by 
the city of Kahoka was greater than 
the amount used in the Commission 
engineers’ appraisal for creosoted pine 
poles of the same length. The inven- 
tory does not classify the lengths of 
poles as to sizes, and in view of the 
fact that the Commission engineers’ 
unit material cost includes a provision 
for direct material overheads, it is ob- 
vious that the class of poles quoted by 
the protestants’ witness were larger 
and heavier than those found in the 
inventory. The quotation given for 
cedar poles was for Western Red Cedar 
poles, according to protestants’ Exhib- 
it No. 17, with “B” treatment. The 
inventory does not disclose the top 
size or the class of treatment, nor does 
it indicate whether the poles are 
Northern White or Western Red Ce- 
dar. In the case of untreated poles, 
the prices shown by protestants’ Ex- 
hibit 17 are somewhat in line with 
prices used by the Commission en- 
gineers, although the confusion ex- 
ists as to whether the inventory is com- 
prised of Northern White or Western 
Red Cedar poles. 

[1] The protestants also introduced 
the Company’s tax statements for its 
property in Clark county at June 1, 
1938, and June 1, 1939, and from 
these statements the protestants 
brought forth the contention that the 
quantities shown for cable and poles 
in the tax statements do not agree with 
the quantities shown in the inventory. 
There is no information before the 
Commission to show how the tax re- 
turns were prepared, and in view of 
the fact that there is testimony regard- 
ing the manner in which the inventory 
was made for the appraisal purposes, 
and the check made by the Commis- 


sion engineers, the Commission will 
accept the inventory as shown in Com- 
mission’s Exhibit A and Company’s 
Exhibit 2. 

The protestants contended _ that 
some of the estimates of fair market 
value of land used in the Commission 
engineers’ and in the Company engi- 
neers’ appraisals were too high. It ap- 
pears that after investigation the Com- 
mission engineers adopted the land 
values used by the Company. In their 
investigation the Commission engi- 
neers obtained independent appraisals 
on a number of tracts of land having 
an appraised fair market value of $5,- 
450, which in the Company’s appraisal 
were estimated to have a fair market 
value of $5,415. After having made 
that check, the Commission engineers 
assumed that the total used in the 
Company appraisal was correct and 
adopted it, although some of the esti- 
mates secured by the Commission en- 
gineers did not agree, item for item, 
with those shown in Company’s Ex- 
hibit 2. Certain tracts were higher in 
the Company’s appraisal, while others 
were lower. 

There was also testimony by the 
protestants to the effect that the cen- 
tral office equipment at Kahoka had 
been installed for ten or twelve years 
and that there had been no change in 
that time. 

In the Commission engineers’ ap- 
praisal, the allocation of 50 per cent 
of the Jamesport central office land 
and building to property not used in 
public service amounted to $2,767 and 
$2,017 in the cost of reproduction and 
reproduction less depreciation apprais- 
als, respectively. 

After careful consideration of all 
the facts and evidence as disclosed by 
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the record in this case on the subjects 
of cost of reproduction and of cost of 
reproduction less depreciation, the 
Commission is of the opinion and finds 
that the cost of reproduction of all the 
property of the Company suitable for 
use in public service at December 31, 
1938, including land at fair market 
value, was $905,000, and that the cost 
of reproduction less depreciation of 
the same property at the same date was 
$650,000. 

The Company included in its ap- 
praisal an item of $10,925 for materi- 
als and supplies which is based on the 
monthly average of the materials and 
supplies it had on hand during 1938, 
and the amount, according to its state- 
ment, is not excessive for that size 
property. The witness for the com- 
pany stated that only a very small 
stock of poles and pole line materials 
are included and most of the material 


is telephone drop wires and miscel- 


laneous materials. About $5,000 
worth of telephones were eliminated 
from the materials and supplies be- 
cause they were in excess of what was 
considered by the Company as neces- 
sary to have in stock. The Commis- 
sion engineers included $10,148 for 
the item of materials and supplies, 
which was based on the same source of 
information as the Company’s recom- 
mendation. The Company’s appraisal 
showed an item of $7,300 for cash 
working capital. The Commission 
accountants recommend a cash work- 
ing capital of $7,000 at October 31, 
1939. The Commission is of the 
opinion that $17,148 is an adequate 
amount for materials and supplies and 
cash working capital. 


Statement No. 4 of Commission’s 
Exhibit E shows the net additions and 
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betterments as recorded and adjusted 
for the period January 1, 1939 to Oc- 
tober 31, 1939. The total amount as 
adjusted is $5,978.90. 

The Company’s witness testified that 
the Company, by reason of its combi- 
nation of all the various exchanges 
offering free service to each subscrib- 
er outside of the exchange, and by rea- 
son of its trained personnel, and 
things of that nature, has a going val- 
ue above the actual cost of material 
that goes into the property. He also 
stated that just because the Company 
does not make money is no indication 
that it does not have going value. 

As to price trends, the witness tes- 
tified that the weighted increase since 
the date of the appraisal was about 
$7,000 on this property. 

[2] We have noted above the con- 
tention made in this case by the pre- 
ferred stockholders of the holding 
company that the Company should not 
be granted any increase in rates. They 
further contend that they are the 
owners of the operating company be- 
cause the common stock in the holding 
company has no equity. Their opin- 
ion seems to be that any increase in 
rates would result in an actual loss in 
revenues instead of increase in reve- 
nues because of the withdrawal of serv- 
ice by the different subscribers. Such 
position on the part of security hold- 
ers in the corporation indicates they 
are of the opinion the value of the 
property on an earnings basis is less 
than it was formerly. One of the wit- 
nesses for the Company testified that 
during the past ten years there has 
been a loss of over 5,000 customers, 
probably referring to the three asso- 
ciated companies, Middle States Utili- 
ties Company, Andrew County Mutu- 
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al Telephone Company and Clinton 
County Telephone Company. This, of 
course, is a serious loss in any com- 
pany’s business. The Commission is 
of the opinion that due regard should 
be given to the contention of the above 
preferred stockholders particularly in 
face of the testimony submitted by the 
Company showing there has been a 
material reduction in the use of the 
service instead of the desired growth. 


In looking over the annual reports 
filed by the Company with the Com- 
mission we find that the number of 
subscribers has decreased from year to 
year. The following tabulation bears 
this out: 


Company-owned Stations 
i Rural Total 


City 


panies, and anticipating a continuoys 
growth, made plans for the constryc- 
tion of its system to meet the increased 
growth. The program of increasing 
value of the property did not cease un- 
til about 1932-1933. Following that 
there has been very little change in the 
investment in the system. 

Such information convinces the 
Commission that it should seriously 
consider the question as to whether or 
not the Company now has in its sys- 
tem an excessive amount of property 
to furnish adequate and satisfactory 
service to its present and expected sub- 
scribers. If found to be excessive, 
then we should determine what value 


Customer Owned Total 
Stations—Rural Served 


2,606 7,534 2,090 9,624 
2,255 7,151 2,323 9,474 
2,349 7,091 2,106 9,197 


6,718 
6,039 
5,564 
5,295 
5,423 
5,379 
5,366 


3,975 1,389 5,364 1,889 7,293 
1,442 5,498 1,895 7,393 


The investment, as shown by the 
annual reports for the respective years 
covered by the reports, is also shown 
below: 


1,014,366 

1,010,331 
[3] It is noted that from the year 
1928 there has been a continuous in- 
crease in the investment, even though 
the number of customers has de- 
creased. This may be explained by 
the fact that the Company until 1928 
or 1929 doubtlessly was experiencing 
a growth similar to that of other com- 


should be fixed as a rate base with due 
regard to the excess capacity of the 
plant and the use made of the proper- 
ty in serving the present customers, 
giving consideration to reasonable fu- 
ture requirements, 

In Commission’s Exhibit B, the re- 
production cost and reproduction cost 
less depreciation at December 31, 
1938, as submitted by the Commis- 
sion’s engineers for the property lo- 
cated at the various exchanges are 
shown below. The evidence also 
shows the capacity of the switchboards 
installed and the number of lines 
equipped. (Columns 3 and 4.) The 
number of Company owned stations 


36 PUR(NS) 238 





RE MIDDLE STATES UTILITIES COMPANY OF MISSOURI 


served in 1928 at these various ex- 
changes, as contained in the Company’s 
annual reports, is also set out below, 
as well as the number of stations 
owned by the Company as of Decem- 
ber 31, 1938, shown by the evidence 
in this case. 


Reproduc- 
tion Less : : 
production Depreciation Capacity Equipped 


Cost of Re- 

Exchange 
Baring 
Bethany 
Blythedale 
Brimson 
Cainsville 
Cameron 
Gilman City 


$4,474 


16,937 
29,696 
12,587 

8,618 
58,479 
24,176 
49,107 
16,213 

7,511 


Mt. Moriah . 
Princeton 
Ridgeway 
Unionville 
Wayland 
Winston 


In examining the above informa- 
tion we note that the reproduction cost 
new of the property as of December 
31, 1938 per station owned in 1928 
varies from $78.03 to $240.23. Tak- 
ing into account the fact that the in- 
vestment as shown by the books con- 
tinued to increase from 1928 to 1933 
and has remained fairly constant since 
but the number of stations has de- 
creased, so that the reproduction cost 
in 1938 per company owned station is 
more than it was in 1928, $96.89 to 
$346.47 per station. 

The striking thing is the variation 
in the cost per station of the property 
in the various towns. It is difficult to 
point out the specific parts of the sys- 
tem that may not be required, or de- 
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clare that any particular pole is too 
large to serve its place; but a study of 
the switchboards and the number of 
lines equipped to serve the various ex- 
changes gives information that is 
helpful in an effort to determine 
whether or not there is an excessive 
Company Company 
Owned Owned 
Stations Stations, 
1928 Dec. 31, 1938 


90 
600 
150 


90 
540 
115 

50 
240 

1,120 
190 
580 

13 


1,200 
300 
1,200 


135 


250 110 120 


9,808 6,426 7,534 5,366 
amount of property in the system, and, 
if so, how much. 

The exchange in the city of Mem- 
phis had the lowest reproduction cost 
per Company owned station in 1938 
and apparently has experienced very 
little variation in its number of Com- 
pany owned stations since 1928. The 
capacity of the switchboard is given as 
600. The switchboard is equipped 
with 505 lines. In 1928 there were 
448 company owned stations, reaching 
469 in 1931, and 430 in 1938. It will 
also be noted that in 1938 this ex- 
change was serving 449 switcher sta- 
tions, the largest number of switcher 
stations served by any of the towns. 
Reproduction cost shown for this ex- 
change is $41,665, whereas the repro- 
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duction cost for the exchange at Beth- 
any, using 600-line capacity switch- 
board, is over $104,369. The total 
number of stations served by the two 
exchanges in 1938 was 879 for Mem- 
phis and 868 for Bethany. Bethany 
serves no swticher stations. The re- 
production cost per Company owned 
station for Memphis is $93 and for 
Bethany $120.24. 

A 600-line capacity board is also 
used at Jamesport to furnish service 
to 159 Company owned stations and 
464 switchers, with reproduction cost 
of the plant $23,943, or $150.58 per 
Company owned station. It will also 
be noted that at Kahoka there was in- 
stalled a 1200-line board for furnish- 
ing service to 475 Company owned 
stations in 1938, and 224 switcher cus- 
tomers, with reproduction cost of the 
plant $53,148. 

For Cameron there is installed a 
1200-line capacity board equipped with 
1120 lines for furnishing service to 
924 Company owned stations, with 
reproduction cost of the plant $139,- 
377. In 1928 the Company had 1,396 
Company owned stations in service in 
that city, a greater number than the 
line capacity of the swtichboard. At 
Kahoka there is also installed a 1200- 
line capacity switchboard equipped 
with 516 lines for furnishing service 
through 475 Company owned stations 
in 1938, and 578 Company owned sta- 
tions in 1928, the Company owned 
stations not being equal to one-half of 
the line capacity of the switchboard. 
This condition is also true at Prince- 
ton where a 1200-line switchboard is 
installed and was used in furnishing 
service through 462 Company owned 
stations in 1938 and 425 in 1928. A 
very similar condition exists at Un- 


ionville where the capacity of the 
switchboard is 1200. The Company 
owned stations in 1938 is shown as 
446 and in 1928 as 653. 

It will also be seen that the Com- 
pany found it unnecessary to install 
any excessive switchboard capacity in 
so far as the number of Company 
owned stations it had in 1928 were con- 
cerned to furnish service to its cus- 
tomers in Bethany, Brimson, Caines- 
ville, Mercer, Cameron, Gilman City, 
Ridgeway, and Wayland; whereas in 
other instances it has considerably over 
twice the necessary capacity installed 
for furnishing the service. So it can- 
not be denied that with the capacity 
of the switchboards 30.18 per cent 
greater than the number of Company 
owned stations in 1928, the same 
amount of capacity for 1938 (82.84 
per cent greater than the number of 
Company owned stations) is excessive. 
We note that the capacity of the 
switchboards installed in 1928 was 
62.53 per cent greater than the num- 
ber of lines with which they were 
equipped to furnish the service, and 
that the total number of lines equipped 
to furnish the service to 7,534 cus- 
tomers in 1928 was 17.24 per cent less 
than the number of Company owned 
stations. This contrast may also be 
noted—that in 1928 the Company had 
7,534 Company owned stations with 
the investment shown in its annual re- 
port as $882,603; whereas in 1938 it 
had 5,364 Company owned stations 
with an investment of $1,045,435, 
such reported investment increasing 
from $117.14 per Company owned 
station in 1928 to $194.89 in 1938. 

It may also be pointed out that on 
December 31, 1938, the capacity of 
the switchboards was 52.62 per cent 
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greater than the number of lines 
equipped in the switchboards and 82.84 
per cent greater than the number of 
Company owned stations. We are 
not overlooking the fact that the Com- 
pany is also furnishing service to 1,- 
889 switcher stations, but that is off- 
set by the fact that a number of Com- 
pany owned stations are likewise 
served by party lines. It is common 
knowledge that telephone utilities 
make an effort to limit the number on 
a party line to a maximum of ten cus- 
tomers per line, so, without prejudice 
to the Company, we assume that this 
Company does not have more than 
eight customers per party line. That 
being true 236 lines would be required 
for serving the switcher lines. Allow- 
ing that and not deducting the Com- 
pany owned stations served on party 
lines the capacity of the switchboards 
to furnish service to all customers is 
over 75 per cent greater than the num- 
ber of lines required. Assuming the 
switchboard capacity in 1928 was as 
great as it was of December 31, 1938, 
the Company had switchboard capac- 
ity 30.18 per cent greater than the 
number of Company owned stations. 
That was the management’s idea of 
what was necessary to furnish the 
service. So it is very evident the 
present capacity is far in excess of 
what the management considered the 
proper amount in 1928. 


The owners of the property must 
realize that they are exposed to the 
same hazards of business as any oth- 
er business and out of all losses and 
gains they experience in the business 
they can only expect a return on the 
fair value of such property as is re- 
quired to serve present customers, 
making proper allowance for growth 
[16] 
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they can reasonably expect. “The 
Commission is of the opinion that the 
leeway to which a company is entitled 
in the operation of its plant should not 
result in an investment in plant capac- 
ity far in excess of the anticipated 
demands of the customers of the pres- 
ent and of the near future.” Public 
Service Commission v. Kansas City 
Power & Light Co. (Mo 1939) 30 
PUR(NS) 193, 218. 

Further study of the information 
before the Commission shows that the 
Company’s investment per Company 
owned station in 1928 was $117.14. 
The investment per station in 1938 
was $194.89, 66.37 per cent greater 
than in 1928. This figure would still 
contain the same percentages of ex- 
cess, or overbuilt property, as was pro- 
vided to serve the customers the Com- 
pany had in 1928. As is aptly stated 
by the New Jersey court of errors and 
appeals, in New Jersey Suburban Wa- 
ter Co. v. Public Utility Comrs. 
(1939) 123 NJL 303, 31 PUR(NS) 
219, 226, 8A(2d) 350. 

“Here the main was built sufficient- 
ly large to allow prosecutor to carry 
out its contracts to supply the needs of 
its earlier customers. Now it finds it- 
self with altogether too large a plant 
on its hands, with only one customer, 
and with little, if any, prospect for fu- 
ture betterment of its unusual and un- 
healthy business status. 

“The fallacy, as we see it, with 
prosecutor’s contention is that it, in 
effect, makes the cost of the reproduc- 
tion of its plant, irrespective of the 
circumstances exhibited, the conclu- 
sive test of determining its present fair 
value. That is not the law. Repro- 
duction cost, like historic costs and 
actual costs, ‘is a relevant fact which 
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should have appropriate consideration,’ 
but does not furnish ‘an exclusive test.’ 
The weight to be given to reproduc- 
tion costs ‘is to be determined in light 
of the facts of the particular case.’ 
. Very aptly has it been held that 
‘value depends upon use and is meas- 
ured, or at least significantly indicat- 
ed, by the profitableness of present and 
prospective services rendered that are 
just and reasonable as between the 
owner of and those served by the prop- 
erty.’ ; 

“With this objective in mind, we 
are satisfied, notwithstanding the fact 
that prosecutor was necessarily obliged 
to use its main, double the necessary 
size, to serve respondent, that prose- 
cutor is entitled only to a fair and just 
return based upon the fair valuation 
of that main, with due regard to its 
excessive size and with due regard to 
the fair and just value of the services 
rendered. A valuation so reached, we 
think, is fair and just both to the own- 
ers of, and those served by, the prop- 
erty.” 

The original cost of the Company’s 
property suitable for use in public serv- 
ice, the cost of reproduction, and the 
cost of reproduction less depreciation 
of the property suitable for use in 
public service at December 31, 1938, 
including the fair market value of 
land, the net additions from January 
1, 1939 to October 31, 1939, inclusive, 
and the amount found by the Commis- 
sion as required for cash working 
capital and materials and supplies have 
been hereinbefore stated. Having 
given consideration to all the above 
findings and facts, and to all the in- 
formation before the Commission in 
this case concerning all other elements 
of fair value of this property, includ- 
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ing the fact that the property is inte- 
grated and coordinated, and has busi- 
ness attached, necessary records and 
trained personnel, we are of the opin- 
ion and find for the purpose of a rate 
base that the fair value of the prop- 
erty of the Middle States Utilities 
Company of Missouri, usable and re- 
quired in furnishing service to the pub- 
lic as of October 31, 1939, was 
$575,000. 

[4] From all the testimony in this 
case and the fact that the Company is 
furnishing free service over many 
lines, the Commission does not deem it 
necessary to allocate the property as 
between toll service and exchange 
service, but will allow the Company 
to submit for the consideration of the 
Commission the schedule it deems 
proper for securing the revenues nec- 
essary to provide the depreciation and 
return as we hereinafter fix. In sub- 
mitting its tariffs the Company will be 
required to show where the various 
schedules of rates and toll charges will 
apply. 

[5-7] With respect to the amount 
required to be set aside annually to 
the depreciation reserve, the engineer 
for the Company prepared Exhibit C, 
which is based on assumed lives for 
the property in the various accounts 
comprising this telephone system and 
indicates an average annual deprecia- 
tion requirement of 4.28 per cent to 
be applied to the investment in physi- 
cal property including general over- 
heads. The witness presenting this 
exhibit recommended that not less 
than 4 per cent be set aside annually to 
make proper provision for deprecia- 
tion. The Commission engineers rec- 
ommended a rate of 3.25 per cent for 
depreciation and the use of an original 
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cost base of $688,680 for depreciable 
property. The total allowance recom- 
mended by Commission engineers was 
$22,400 per year for the entire prop- 
erty. The Commission engineers’ es- 
timate was based on a study of the 
Company’s depreciation reserve ex- 
perience for the period June 1, 1926, 
to December 31, 1938. In that study 
it was found that the percentage re- 
quired to provide for the amount of 
additional depreciation occurring dur- 
ing the period was 2.56 per cent on the 
basis of plant account according to the 
Company’s books, 3.23 per cent based 
upon the Commission engineers’ origi- 
nal cost estimate of the entire prop- 
erty, or 3.40 per cent when converted 
to the Commission engineers’ original 
cost of the property requiring a depre- 
ciation reserve. 


The Company’s estimate of 4.28 per 
cent was based on straight-line depre- 


ciation. In view of the fact the con- 
dition of the property was determined 
by the observation method rather than 
straight-line calculations, we are of the 
opinion it is erroneous to use the 
straight-line method in determining 
the amount to be set aside annually to 
the depreciation reserve. We are of 
the opinion that the Commission en- 
gineers in estimating the annual re- 
quirement gave effect to the method 
used in determining the accrued de- 
preciation of the property, and the 
Commission engineers’ estimate for 
the annual depreciation allowance in- 
dicates the amount that should be al- 
lowed. However, since it appears 
that all of the property is not required 
in furnishing the service, the annual 
allowance for the depreciation reserve 
to be earned out of the rates to be 
charged should be based on a propor- 
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tionate part of the originial cost of de- 
preciable property, and, for the pur- 
pose of testing rates, we shall allow 
an annual depreciation allowance of 
$19,000 plus 3.25 per cent of net ad- 
ditions of depreciable property in- 
stalled after October 31, 1939. 

The witness for the applicant intro- 
duced applicant’s Exhibits Nos. 5 and 
8, inclusive, which show the operating 
revenues and expenses as recorded 
during the period November 1, 1938 
to October 31, 1939, for combined ex- 
change and toll services of the entire 
company, as well as those for each 
exchange served. The exhibits also 
show the applicant’s estimate of the 
operating results for a succeeding an- 
nual period based upon certain changes 
in Federal laws, methods of allocation, 
and the costs incurred in this case. 


The Commission accountants intro- 
duced Commission’s Exhibit E and 
stated that they submitted therein a 
statement of adjusted operating reve- 
nues and expenses and the resulting 
net revenues available for depreciation 
and return. The accountants further 
stated that they had reviewed the re- 
corded results during the audit period 
and had accepted, after verification, 
certain of the applicant’s adjustments, 
rejected others, and made additional 
adjustments, as well as preparing a 
separation of the adjusted operating 
revenues and expenses between ex- 
change service, detailed by the various 
exchanges served, and toll service. 
The Commission witness stated that 
there was no income tax recorded dur- 
ing the period of the audit and that the 
accountants’ exhibit included no pro- 
vision therefor, but if a rate revision 
or other cause should require the ap- 
plicant to pay income taxes in the fu- 


36 PUR(NS) 





MISSOURI PUBLIC SERVICE COMMISSION 


ture the amount of such tax should be 
included in an estimate of future op- 
erating expenses. 

The adjusted net annual revenue 
available for depreciation and return 
as submitted by the Company amount- 
ed to $45,864.65. The Commission 
accountants reported a net of $5,- 
351.24 from toll service and $39,- 
674.90 from exchange service, or a to- 
tal of $45,026.14. 

[8] Upon consideration of all the 
evidence submitted relative to operat- 
ing revenues and expenses, it is our 
opinion that the estimated operating 
results submitted by the Commission 
accountants are reasonable and will be 
accepted as the amount now available 
for depreciation and return. We have 
heretofore allowed for depreciation an 
annual amount of $19,000, which, de- 
ducted from the sum of $45,026.14, 
leaves a balance of $26,026.14 avail- 


able for return on $575,000, hereto- 
fore found to be fair value of the prop- 
erty required to furnish the service. 
The amount $26,026.14 represents a 
rate of return of 43 per cent. We be- 
lieve under the evidence that the Com- 
pany is entitled to earn a greater 


amount than that for return. The 
rate of return, however, should not be 
greater than 63 per cent. To earn 
that rate of return the Company 
should be permitted to submit for con- 
sideration a schedule of rates that will 
produce that rate of return upon 
$575,000, the total amount of  in- 
crease in annual net revenues not to 
exceed $11,500. 

In considering the condition which 
the Company now finds confronting 
it in the matter of a shortage in work- 
ing capital, we feel that the blame for 
such condition may not altogether be 


placed at the feet of the management 
of the operating company. The eyi- 
dence in this case shows that there are 
now outstanding first mortgage 6} per 
cent bonds in the sum of $400,000 at 
par. These bonds were authorized by 
this Commission in 1926. The bonds 
date April 1, 1926, and mature April 
1, 1951, and are owned by the Middle 
States Utilities Company of Delaware, 
which company through stock own- 
ership controls the applicant Company. 
On October 31, 1939, the Middle 
States Utilities Company of Delaware 
was controlled by the Utilities Hold- 
ing Corporation. It can be readily 
seen that the payment of $26,000 per 
year interest on these outstanding 
bonds is a severe drain upon the re- 
sources of this operating company. 
During the past several years much 
cheaper money has been available and 
practically all utilities have availed 
themselves of this cheaper money by 
refunding outstanding bond issues and 
preferred stock issues and have there- 
by accomplished large and important 
savings in the way of fixed charges. 
Apparently no effort has been made by 
the applicant company to refund this 
outstanding bond issue at a lower rate 
of interest. No doubt this has not 
been attempted because the Middle 
States Utilities Company of Delaware, 
the owner of the bonds and controller 
of the operating Company by virtue 
of owning all of the common stock, 
has not desired to have these bonds 
refunded because it would lose the 6} 
per cent return which it has been en- 
joying through the past several years. 
This offers a specific and glaring ex: 
ample of the inexcusable practice of a 
holding company taxing the resources 
of an operating subsidiary to such an 
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extent as to seriously endanger the fu- immediately to remedy the situation 
ture ability of this Missouri Operating and thereby free the operating com- 
Company to serve the public. We pany from the burden now imposed 
realize that in this proceeding we can- upon it in the way of high interest on 
not remedy this condition but we are its outstanding bond issue. 

impelled to make this observation for 

the benefit of the operating company James, Chairman, Boyer, Ferguson, 
and its management, and with the Wilson, and Francis, Commissioners, 
hope that a serious effort will be made concur. 





OKLAHOMA SUPREME COURT 


Sadie E. Crawford et al. 


Vv. 


Corporation Commission et al. 


[No. 29236.] 
(— Okla —, 106 P(2d) 806.) 


Statutes, § 6 — Validity — Sufficiency of title. 
1. A statute is not to be declared unconstitutional on the ground that the 
subject thereof is not expressed in its title unless the title is clearly in- 
sufficient, p. 247. 

Statutes, § 6 — Validity — Sufficiency of title. 
2. The title of an act of the legislature may be general and need not con- 
tain an abstract of the contents of the bill. It is sufficient if the contents 


of the bill are referable and cognate to the subject expressed in the title, 
p. 247. 

Statutes, § 6 — Validity — Sufficiency of title. 
3. The fact that the title of an act of the legislature is broader than the 
matters contained in the body of the act does not render the act violative of 
the constitutional provisions pertaining to titles of acts of the legislature, 
p. 247. 

Commissions, § 46 — Action as body — Decisions. 
4. The members of the Corporation Commission are state officers. The 
Corporation Commission is a composite body. Its decisions, when con- 
curred in by a majority of its members, constitute the act of the body as 
a whole, considered as a single unit, and is in effect the same as if the 
official authority were vested in a single person, p. 248. 

Statutes, § 23 — Amendment — Effect. 
5. By § 35, Art. 9, of the Constitution, Okla. St. Ann., the legislature is 
vested with power and authority, at any time after the second Monday 
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in January, 1909, from time to time, by law, to alter, amend, revise, or Mm 0% 
repeal, §§ 18 to 34, inclusive of said article, or any of them, or any amend. MM scr 
ment thereof, with the single proviso that no amendment made under the 


; : oe lai 
authority of said § 35, shall contravene any of the provisions of the Con. : f 
stitution other than said §§ 18 to 34, inclusive. Thereunder, when the Mm “< 
legislature enacts any law which contravenes any provision contained in f° 
any of the sections of said article from 18 to 34, inclusive, or which con. MH S¢\ 
travene any previous act amendatory thereof, the provisions of such sec. bas 
tions or previous amendments thereof, in conflict with such later legis- Q 
lative act cease to be operative to the extent of such conflict, p. 249, ¥ 
Headnotes by the Court. a 

Additional Headnote by the Eprtors. cor 
Reparation, § 7 — Powers of legislature — Fees based on refunds. : 
0 


6. The legislature has power and authority to require that 10 per cent of 

the rebates or refunds, made by a telephone company for excess charges a 

pending appeal from a rate order, be paid into the state treasury as a fee, 

p. 249. oT 
[October 22, 1940.] 


oe from order of Corporation Commission concerning 
disposition of money in the hands of the Commission 
paid in by a telephone company as refunds growing out of 
excess charges pending appeal from a rate order; order denying 
request for payment of entire amount to subscribers affirmed. 


APPEARANCES: Phil W. Davis, Jr., 
of Tulsa, for plaintiffs in error; L. V. 
Reid, S. J. Gordon, and Sid White, 
all of Oklahoma City, Mac Q. Wil- 
liamson, Attorney General, and Ran- 
dell S. Cobb, First Assistant Attor- 
ney General, for defendants in er- 
ror. 


Ritey, J.: This is an appeal from 
an order of the Corporation Commis- 
sion concerning the disposition of 
money in the hands of the Corpora- 
tion Commission paid in by the South- 
western Bell Telephone Company as 
refunds growing out of exchange 
rates at Tulsa and Oklahoma City. 

In the original rate cases the Corpo- 
ration Commission ordered certain 
reduction in rates at Tulsa and Okla- 
homa City (1935) 9 PUR(NS) 113; 
(1936) 16 PUR(NS) 1. The tele- 
36 PUR(NS) 


phone company appealed and gave 
suspending bonds for repayment of all 
excessive charges, which ‘the company 
might collect pending the appeal. The 
rates fixed by the Corporation Com- 
mission were affirmed. Pending the 
appeal the telephone company collect- 
ed in excess of the rates fixed, $226, 
498.71, from its subscribers in Tulsa 
and $118,829.26, from its Oklahoma 
City subscribers. The telephone com- 
pany paid the amount representing 
such excess collections to the Corpo- 
ration Commission. The Corporation 
Commission in turn disbursed 9 
per cent of that amount to the several 
subscribers, but retained 10 per cent 
for conversion into the state treasury 
under the provisions of § 2, Chap. 161, 
S. L. 1915, § 3631, O. S. 1931, 17 
Okla. Stat. Ann. § 164. 

Plaintiffs in error herein, assuming 
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toact for themselves as interested sub- 
scribers and others similarly situated, 
claimed that the entire amount of the 
refunds collected by the Corporation 
Commission should be paid to the 
several subscribers Their claim is 
based upon the provisions of § 21, Art. 
9, of the Constitution, Okla. Stat. 
Ann. To enforce that claim they 
commenced an original action in this 
court for a writ of mandamus com- 
manding the Corporation Commission 
to pay such subscribers the 10 per 
cent of the amount so collected. 

The writ was denied upon the 
ground that plaintiff had an adequate 
remedy at law by appeal from the ac- 
tion of the Corporation Commission. 
State ex rel. Crawford v. Corporation 
Commission (1938) 184 Okla 127, 
85 P(2d) 288. 

Thereafter plaintiffs in error here- 
in acting for themselves, and purport- 
ing to act on behalf of all other per- 
sons similarly situated, filed with the 
Corporation Commission an applica- 
tion for an order directing refund by 
the Commission of all moneys remain- 
ing in the hands of the Commission 
coming to it from the Southwestern 
Bell Telephone Company as stated. In 
the application plaintiffs in error as- 
serted that if the Corporation Com- 
mission is holding said money for con- 
version into the state treasury under 
§ 2, Chap. 161, S. L. 1915, such act of 
Commission is without authority of 
law because said section of said act is 
violative of § 1, Amendment Art. 14, 
of the Constitution of the United 
States, and (1), § 7, Art. 2; (2) § 6, 
Art. 2; (3) § 24, Art. 2; (4) § 57, 
Art. 5; and (5) § 21 Art. 9, of the 
Constitution of the state of Okla- 
homa. 
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The Southwestern Bell Telephone 
Company disclaimed any interest in 
the matter because it had fully paid 
all for which it was liable. 

The Commission found that the 
money amounting to $34,532.79 was 
held by the Commission with a view 
of turning it into the state treas- 
ury under the provisions of § 2, Chap. 
161, 5. L.. 1915. 

Orders were entered denying the 
application and directing that said 
fund be paid and converted into the 
State treasury. 

Plaintiffs in error appeal. 

The principal question in this case 
grows out of the apparent conflict 
between certain provisions of § 21, 
Art. 9, of the Constitution, and the 
provisions of § 2, Chap. 161, S.L. 
1915. 

However, the constitutionality of 
the entire act comprising Chap. 161, 
S. L. 1915, 17 Okla. Stat. Ann. §§ 163, 
164, is challenged as being in viola- 
tion of § 57, Art. 5, of the Constitu- 
tion. We consider that question first. 

[1-8] The contention made by 
plaintiffs in error is that the title of 
said act is insufficient to comply with 
the constitutional requirements of 
§ 57, Art. 5, of the Constitution that 
every act of the legislature except 
general appropriation bills, General 
Revenue bills, and bills adopting a 
code, etc., shall embrace but one sub- 
ject which shall be clearly expressed in 
its title. The particular objection re- 
lied upon is that the subject of the act 
is not clearly expressed in its title, in 
that the title does not refer to rebates, 
and does not mention the Corporation 
Commission, or refer to any charges 
or deductions to be made from re- 
bates. 
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The title of the act is: “An act pro- 
viding for fees to be charged by state 
officers, and declaring an emergency.” 

The act consists of but three sec- 
tions, the third section being the emer- 
gency provision. Section 1 relates 
only to fees to be charged by the Cor- 
poration Commission or its secretary 
for making transcripts or records 
and is plainly covered by the title. 

Section 2, of the act provides: 
“That for all rebates or refunds made 
through the intervention or agency of 
the Corporation Commission, a fee of 
10 per cent on such rebates or refund 
shall be charged and deducted from 
such amount rebated or refunded 
through such intervention or agency 
of the Corporation Commission, and 
same shall be converted into the state 
treasury as provided by law.” 

A statute is not to be declared un- 
constitutional on the ground that the 


subject thereof is not expressed in its 
title, unless the title is clearly insufh- 


cient. State ex rel. Read v. Midwest 
Mut. Burial Asso. (1936) 176 Okla 
468, 56 P(2d) 124; Walker v. Local 
Bldg. & Loan Asso. (1936) 176 Okla 
168, 54 P(2d) 1078. 

The title may be general and need 
not contain abstract of contents of the 
bill or specify every clause therein. It 
is sufficient if they are all referable 
and cognate to the subject expressed. 
Cooper v. King (1935) 171 Okla 121, 
42 P(2d) 249; Oklahoma City v. 
Grigsby (1935) 171 Okla 23, 41 P 
(2d) 697 ; Ex parte Owen (1930) 143 
Okla 8, 286 Pac 883; Oklahoma City 
Land & Develop. Co. v. Hare (1917) 
66 Okla 190, 168 Pac 407. 

The act in question relates solely to 
fees to be charged by the Corporation 
Commission or its secretary, and con- 


tains no subject matter not embraced 
within the title. The subject ex. 
pressed in the title is broader than the 
matters contained in the body of the 
act. Under the title the legislature 
might have properly included fees to 
be charged by other state officers. The 
inhibition in the Constitution js 
against including in the act subject 
matter not embraced within the title, 
The fact that matters within the title 
are not included in the act does not 
render it violative of the Constitution, 
Knoxville v. Gass (1907) 119 Tenn 
438, 104 SW 1084. 

[4] It is contended that the title 
refers to fees to be charged by state 
officers, and that the Corporation Com- 
mission is not a state officer and, there- 
fore, the provision does not come 
within the title. 

The contention is without merit. 
There can be no doubt that Corpora- 
tion Commissioners are state officers. 
The Commission is created by § 15, 
Art. 9, of the Constitution; its mem- 
bers are elected by the people at a gen- 
eral election for state officers. By 
§ 17, Art. 9, of the Constitution they 
are required to subscribe to the oath 
of office as prescribed in the Constitu- 
tion. 

The Commission as such is an ag- 
gregate of state officers. Section 18a, 
of Art. 9, of the Constitution pro- 
vides: “The Corporation Commis- 
sion shall organize by electing one of 
its members chairman and appointing 
a secretary ; A majority of 
said Commission shall constitute a 
quorum, and the concurrence of the 
majority of said Commission shall be 
necessary to decide any question.” 
When they act, they do so as a single 
composite body. The concurrence of 
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two or more members in the decision 
of a given question constitutes the act 
of the composite body. 

The Corporation Commission, when 
acting within the scope of its powers 
and jurisdiction, is, in a measure, in 
the relation to the state, as the board 
of county commissioners is to the 
county. 

Their acts are but the acts of the 
composite body. They cannot act 
otherwise. 

The Commission is designed to be 
perpetuated in its existing form, as 
an aggregate of state officers, and not 
as an individual. 

It is well settled that where official 
authority is conferred upon a Board 
or Commission composed of three or 
more members, and the law provides 
that a majority of the Board or Com- 
mission shall have power to act, a de- 
cision concurred in by a majority, and 
less than the whole number, when in 
regular session, is valid and consti- 
tutes the official act of the Board or 
Commission as a whole. 46 C. J. 1034. 
In such case the Board or Commission 
is considered as a unit. Its members 
are officers, but the result is the same 
as if the official authority be vested in 
a single person. 

The act of charging and deducting 
from the amount refunded through 
the intervention or agency of the Cor- 
poration Commission, a fee of 10 per 
cent is but a single act by state officers. 

[5, 6] The remaining contention 
is that § 2, Chap. 161, S. L. 1915, su- 
pra, is in conflict with and violates 
certain provisions of § 21, Art. 9, of 
the Constitution. 

The relevant provision of the latter 
is: “Upon the final decision of such 
appeal, all amounts which the appeal- 


ing company may have collected, pend- 
ing the appeal, in excess of that au- 
thorized by such final decision, shall 
be promptly refunded by the company 
to the parties entitled thereto, in such 
manner and through such methods of 
distribution as may be prescribed by 
the Commission, or by law.” 

The contention of plaintiff in error 
is that the mandate of § 21, Art. 9, 
supra, is that all the overcharges are 
to be paid to the subscribers, and pro- 
hibits the legislature from attempting 
to convert any part thereof into the 
state treasury. 

But they overlook entirely the pro- 
vision of § 35, Art. 9, of the Consti- 
tution which provides that after the 
second Monday in January, 1909: 
“ the legislature may, by law, 
from time to time, alter, amend, revise, 
or repeal sections from eighteen to 
thirty-four, inclusive, of this article, 
or any of them, or any amendments 
thereof: Provided, That no amend- 
ment made under authority of this 
section shall contravene the provisions 
of any part of this Constitution other 
than the said sections last above re- 
ferred to or any such amendments 
thereof.” 

Section 21, of Art. 9, of the Con- 
stitution, is one of the sections which 
the legislature is authorized by law to 
alter, amend, revise, or repeal. If the 
provisions of § 2, of the Act of 1915, 
supra, are in conflict with the part of 
§ 21, Art. 9, of the Constitution quot- 
ed above, then a repeal is effected by 
the enactment of the statute. 

Section 21 of Art. 9, of the Consti- 
tution as originally written, as shown 
by the part thereof quoted above, re- 
quired that all amounts which the ap- 
pealing company may have collected 
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pending the appeal in excess of that 
authorized by the final decision should 
be promptly refunded by the company 
to the parties entitled thereto, etc. 

By Chap. 10, S. L. 1913, 17 Okla 
Stat. Ann. § 121 et seq., the Corpora- 
tion Commission was vested with the 
power of a court of record to deter- 
mine the amount of refund due, and 
to whom the overcharge should be 
paid, and upon ascertaining the amount 
of overcharge, the Corporation Com- 
mission was given authority to render 
judgment therefor, if necessary, to in- 
sure the prompt payment thereof to 
the Commission. This was a change 
in the law which theretofore required 
payment by the company to the per- 
sons entitled thereto. The Act of 


1913 goes further and provides that 
such judgment shall be a lien upon 
the property of the public service cor- 
poration, person or firm, and shall be 


collected in the same manner as fines 
and penalties imposed by the Corpo- 
ration Commission are authorized by 
law to be collected, and when collect- 
ed shall be paid immediately by the 
Commission to the parties entitled 
thereto. 

The Act of 1913, therefore, de- 
parts in at least two particulars from 
the provisions of § 21, Art. 9, of the 
Constitution. Said act on its face 
does not purport to be an amendment 
of § 21, Art. 9, of the Constitution, or 
any of the other sections of said ar- 
ticle that could be amended by stat- 
ute. No mention is made in the title 
or body of the Act of 1913, supra, of 
any of the sections of Art. 9, of the 
Constitution between §§ 18 and 34, 
inclusive. 

In Pioneer Teleph. & Teleg. Co. v. 
State (1914) 40 Okla 417, 138 Pac 
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1033, the Act of 1913, supra, was up- 
held. 

In Russell v. Walker (1932) 160 
Okla 145, 15 P(2d) 114, it is held: 
“By the provisions of § 35, Art. 9, of 
the Constitution of Oklahoma, the 
legislature was given the power to al- 
ter, amend, revise, or repeal sections 
from 18 to 34, inclusive, of Art. 9 of 
the Constitution, after the second 
Monday in January, 1909, there being 
but one limitation of that power, 
which is that no amendment made un- 
der that authority shall contravene the 
provisions of any part of the Consti- 
tution other than the sections last 
above referred to, of any such amend- 
ments thereof.” 


Therefore, when the legislature en- 
acted § 2, of Chap. 10, S. L. 1913, 
that part of § 21, Art. 9, of the Con- 
stitution which required all rebates or 
refunds to be paid by the company to 
the persons entitled thereto became in- 
operative and thereafter payment of 
the total amount of rebates or refunds 
are required to be paid by the com- 
pany to the Commission and by it dis- 
tributed to persons entitled thereto. 

Upon enactment by the legislature 
of § 2, Chap. 161, S.L. 1915, that 
part of § 2, Chap. 10, S.L. 1913, 
which provided that when the total 
amount of the rebates or refunds was 
collected by the Commission should 
be paid by the Commission to the par- 
ties to whom it was due, likewise be- 
came inoperative to the extent that 
10 per cent of such amount should be 
charged by the Commission as a fee 
and converted into the state treasury. 

The power and authority of the leg- 
islature to require that 10 per cent o! 
the rebates or refunds be paid into the 
state treasury as a fee is well settled. 
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In Charlotte, C. & A. R. Co. v. 
Gibbes (1892) 142 US 386, 395, 35 
L ed 1051, 12 S Ct 255, 258, it is 
said: “In such instances, where the 
interests of the public and of individ- 
vals are blended in any work or serv- 
ice imposed by law, whether the cost 
shall be thrown entirely upon the in- 
dividuals or upon the state, or be ap- 
portioned between them, is matter of 
legislative direction.” 

The legislature has for many years 
appropriated large sums of money to 
defray the expenses of the Corpora- 
tion Commission in investigating and 
adjusting rates charged by the public 
utility companies within the state. The 
companies are required by law to pay 


§ all expenses incurred by the Corpora- 


tion Commission in checking refunds, 
determining to whom they belong and 
delivering same to the parties entitled 
thereto. As to other expenses incurred 


in making investigation, conducting 
hearings, appeals, etc., in proceedings 
involving rates charged by utility 
companies, the law as enacted by the 
legislature requires the parties bene- 
fited, where appeals are prosecuted 
and rates are suspended pending ap- 
peal, to bear a part of the expenses 
incurred by the state. This being 
purely a matter of legislative direc- 
tion, and within the power of the leg- 
islature, it follows that said act does 
not violate any of the other provisions 
of the Constitution of the state, and 
does not violate the provisions of the 
Fourteenth Amendment of the Con- 
stitution of the United States. 

The order of the Corporation Com- 
mission is affirmed. 


Bayless, C. J., Welch, V. C. J., and 
Osborn, Gibson, Hurst, Davison, and 
Neff, JJ., concur. 


Corn, absent. 
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OF DAUPHIN COUNTY 


Bell Telephone Company of Pennsylvania 


Dennis J. Driscoll et al. 


[Equity Docket No. 1473, Commonwealth Docket No. 227.] 


Commissions, § 3 — Delegated powers — Legislative standards. 
1. A Commission, no matter how high its motives may be, may not con- 
stitutionally be vested with power to fix its own standards, since that is 
a duty of the legislature which it may not delegate, although it may delegate 
the duty to apply the standards to specific cases or to determine facts to 


which a standard applies, p. 252. 


Intercorporate relations, § 5 — Delegation of powers — Approval of contracts — 


Absence of standard. 


2. A grant of power to a legislative body to decide which contracts between 
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affiliated interests should be approved and which should not would be an 
unconstitutional delegation of legislative authority, in the absence of , 


proper standard to guide it, p. 252. 


Commissions, § 3 — Delegated powers — Legislative standards — Public interesi. 
3. Public interest is not a legal standard for the guidance of the Commis. 
sion in the performance of delegated duties when the term “public interest” 
is undefined and unsupported by criteria elsewhere in the statute, p. 253, 


Intercorporate relations, § 14.2 — Commission approval of contracts — Public 


interest. 


4. The public interest referred to in a statute providing for Commission 
approval of any contract with an affiliated interest does not mean the in- 
terest that the users of a public utility service have in rates, discrimina- 
tion, and adequacy of service, where discrimination and inadequacy of 
service may be remedied without recourse to this statute and rates are 
not affected by the contracts between affiliates and where another statute 
provides that the Commission shall not be bound in fixing rates to take 
into consideration an unreasonable payment made by any public utility 
under any contract with an affiliated interest, p. 253. 


[October 28, 1940.] 


 pieedincages to opinion of court handed down in 34 PUR 

(NS) 98; exceptions sustained, conclusions of law set 

aside, new conclusions adopted, and injunction granted against 

enforcement of statute relating to Commission approval of 
contracts between affiliates. 


By the CHANCELLOR: [<xceptions 
have been filed to the opinion of this 
court handed down on May 6, 1940, 
34 PUR(NS) 98. It is contended 
that our construction of § 702 of the 
Act of 1938, P. L. 44, is error. The 
relevant parts of this section may be 
outlined as follows: 

Section 702. No public utility... 
shall, without the prior approval of 
the Commission— 

(a) Make effective or modify any 
contract with an affiliated interest, or 

(b) By way of donation, give to, 
or receive from, an affiliated interest, 
any property, money, security, right, 
or thing. 

There are two provisos to this sec- 
tion. The first is inapplicable here. 
The second covers revocations of ap- 


provals already given in two classes 


of contracts, namely: (1) loans; and 
(2) continuing or serial transactions. 
These revocations must be based up- 
on a finding of public interest. 

[1, 2] There is no expressed re- 
quirement that the approval of con- 
tracts or donations, mentioned in (a) 
and (b) above, be based upon a find- 
ing of public interest. In fact, there 
is no standard fixed to guide the Com- 
mission in its approval or disapproval 
of such contracts. It follows that the 
action of the Commission would be 
predicated upon a standard fixed by 
itself. The right to fix a standard in- 
volves the right to change the stand- 
ard. No matter how high the mo- 
tives of the Commission may be, it 
may not constitutionally be vested with 
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the power to fix its own standards. 
That is the duty of the legislature 
which it may not delegate. It may 
delegate the duty to apply the stand- 
ards to specific cases or to determine 
facts to which the standard applies. 
But it cannot delegate discretion to es- 
tablish a standard which shall be the 
basis for the approval or rejection of 
contracts. This is a well-known prin- 
ciple which needs little citation of au- 
thorities to sustain it. We may, how- 
ever, refer to the opinion of the su- 
preme court, in York R. Co. v. Dris- 
coll (1938) 331 Pa 193, 197,24 PUR 
(NS) 405, 408, 200 Atl 864, where it 
is said: 

“We are of the opinion that the 
Commission has no authority to act 
where existing bonds are to be extend- 
ed, because § 601(a) of the act pur- 
porting to give it this power is uncon- 
stitutional. The section provides that 
the Commission may exempt public 
utilities as to any class of securities. 
Principles prohibiting the delegation 
of legislative power forbid the grant 
to a legislative body of the power to 
prescribe which securities come with- 
in the act and which do not. National 
Transit Co. v. Boardman (1938) 328 
Pa 450, 197 Atl 239, and cases there 
cited. Such a power would enable 
the Commission to nullify the section. 
This is not permissible under our con- 
stitutional provisions: Holgate Bros. 
Co. v. Bashore (1938) 331 Pa 255, 
200 Atl 672.” 

We think it clear that a grant of 
power to a legislative body to decide 
which contracts between affiliated in- 
terests should be approved and which 
should not, would likewise be an un- 
constitutional delegation of legislative 


authority, in the absence of a proper 
standard to guide it. 

It will be observed that while § 702 
requires the prior approval of all con- 
tracts and donations between affiliated 
interests, before they become effec- 
tive, that the second proviso author- 
izes revocations in only two types of 
cases, namely: loans and continuing 
or serial transactions. Consequently, 
even though it should be held that pub- 
lic interest is a proper basis for revo- 
cation of approval in those two in- 
stances, and that, by implication, pub- 
lic interest was the basis for approval, 
nevertheless, there are other types of 
contracts requiring approval to which 
the standard of public interest would 
not apply. That is the situation with 
which we are here dealing. The con- 
tracts involved are not for loans or 
continuing or serial transactions. 
Hence, the standard of public interest 
cannot in any event, be imputed or in- 
ferred as the basis of approval. 

[8, 4] We will next consider 
whether “public interest” as used in 
this section is, in any event, a proper 
standard. The act does not define 
public interest. The Commission is 
free to reach its own conclusion as to 
the meaning of the term. One Com- 
mission might reach one conclusion 
and a later Commission a different one. 
Or the same Commission could change 
its mind so that public interest would 
have a variable meaning dependent 
solely upon the current thought of the 
Commissioners. This makes the 
meaning of the term depend upon the 
vagaries of the human mind, influ- 
enced by personal views and beliefs, 
and unrestrained by any legal inhibi- 
tions. Public interest thus becomes 
what the Commission thinks it is, and 
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not what the law says it is. When 
thus considered, it is obvious that 
“public interest” is not a legal stand- 
ard. It is no answer to say that the 
object of the section, or of the law 
itself, is to promote public interest, 
for that is patently the object of all 
laws. No doubt the legislature, in en- 
acting every law, does so in the be- 
lief that it is acting for the public in- 
terest. We think it obligatory upon 
the legislature to establish a standard 
for the guidance of the Commission 
in the performance of its duty. We 
likewise think that “public interest” 
undefined is not a proper, suitable, or 
legal standard. 

The question of standards has been 
before the courts on a number of oc- 
casions. In Panama Refining Co. v. 
Ryan (1935) 293 US 388, 79 L ed 
446, 55 S Ct 241, it was held that an 
attempt by Congress to invest the 
President with authority to prohibit 
the transportation of petroleum in in- 
terstate and foreign commerce was an 
unlawful delegation of legislative au- 
thority, for the reason that Congress 
had nowhere in the statute declared or 
indicated any policy or standard to 
guide or limit the President in the ex- 
ercise of such authority. In Schechter 
Poultry Corp. v. United States (1935) 
295 US 495, 541, 79 L ed 1570, 55 
S Ct 837, 97 ALR 947, it was held 
that Congress could not delegate to 
the President the power to establish 
codes of fair competition. It was 
there said: 

“Section 3 of the Recovery Act is 
without precedent. It supplies no 
standards for any trade, industry or 
activity. It does not undertake to 
prescribe rules of conduct to be ap- 
plied to particular states of fact deter- 
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mined by appropriate administrative 
procedure. Instead of prescribing 
rules of conduct, it authorizes the 
making of codes to prescribe them 

the discretion of the President 
in approving or prescribing codes . . . 
is virtually unfettered. We think that 
the code-making authority thus con- 
ferred is an unconstitutional delega- 
tion of legislative power.” 

These cases would seem to indicate 
that legislative authority may not be 
delegated in the absence of a standard 
to guide the exercise thereof. These 
standards, however, need not neces- 
sarily be set forth in the same section 
which confers the power but may be 
gleaned from the whole act. If the 
legislative body has declared its pol- 
icy and evidenced its intent, that is 
the criteria upon which the power may 
be exercised. This is shown by such 
cases as New York Central Securities 
Corp. v. United States (1932) 287 
US 12, 77 L ed 138, 53 S Ct 45; Tex- 
as v. United States (1934) 292 US 
522, 78 L ed 1402, 54 S Ct 819, and 
Federal Radio Commission v. Nelson 
Bros. Bond & Mortg. Co. 289 US 
266, 77 L ed 1166, PUR1933D 465, 
53 S Ct 627. The first of these in- 
volved the power of the Commission 
to authorize the acquisition of one car- 
rier by another upon a finding that 
“public interest” would be promoted 
thereby. The question arose under 
§ 5(2) of the Interstate Commerce 
Act. The court in holding that there 
was no unlawful delegation of legisla- 
tive authority, used the following lan- 
guage: 

“Appellant insists that the delega- 
tion of authority to the Commission 
is invalid, because the stated criterion 
is uncertain. That criterion is the 
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‘public interest.’ It is a mistaken as- 
sumption that this is a mere general 
reference to public welfare without 
any standard to guide determinations. 
The purpose of the act, the require- 
ments it imposes, and the context of 
the provision in question show the 
contrary. Going forward from a pol- 
icy mainly directed to the prevention 
of abuses, particularly those arising 
from excessive or discriminatory 
rates, Transportation Act [February 
28] 1920 [41 Stat. at L. 456, Chap. 
91,49 USCA] was designed better 
to assure adequacy in transportation 
service. This court, in New England 
Divisions Case (Akron, C. & Y. R. 
Co. v. United States [1923]) 261 US 
184, 189, 67 L ed 605, 43 S Ct 270 
adverted to that purpose, which was 
found to be expressed in unequivocal 
language; ‘to attain it, new rights, 
new obligations, new machinery were 
created.’ The court directed atten- 
tion to various provisions having this 
effect, and to the criteria which the 
statute had established in referring to 
‘the transportation needs of the pub- 
lic’ ‘the necessity of enlarging trans- 
portation facilities,’ and the measures 
which would ‘best promote the service 
in the interest of the public and the 
commerce of the people.’ Id. p. 189, 
note. See, also Texas & P. R. Co. 
v. Gulf, C.& S. F. R. Co. (1926) 270 
US 266, 277, 70 L ed 578, 46 S Ct 
263. The provisions now before us 
were among the additions made by 
Transportation Act, 1920, and the 
term ‘public interest’ as thus used is 
not a concept without ascertainable 
criteria, but has direct relation to ade- 
quacy of transportation service, to its 
essential conditions of economy and 
efficiency, and to appropriate provi- 
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sion and best use of transportation 
facilities, questions to which the In- 
terstate Commerce Commission has 
constantly addressed itself in the ex- 
ercise of the authority conferred.” 
(287 US at p. 24.) 

The Texas and Federal Radio Com- 
mission cases, referred to above are 
to the same effect. 

We cannot find in the Public Util- 
ity Act any criteria of the character 
mentioned by the United States Su- 
preme Court. The Utility Act covers 
many diverse and unrelated subjects. 
We cannot see how rates, discrimina- 
tion, or adequacy of service are af- 
fected by the provisions of § 702 of 
the act. Discrimination and inade- 
quacy of service may be remedied 
without recourse to § 702, and rates 
are not affected by the contracts be- 
tween affiliates. Section 705 pro- 
vides: 

“The Commission shall not be 
bound in fixing the rates of any pub- 
lic utility, to take into consideration 
any unreasonable payment made by 
such public utility under any contract 
with an affiliated interest.” 

This is so even though the Com- 
mission has itself approved the con- 
tract. As we view the matter, there- 
fore, the public interest referred to in 
§ 702, does not mean the interest that 
the users of a public utility service have 
in rates, discrimination, and adequacy 
of service. 

It is our conclusion that the term 
“public interest” undefined and un- 
supported by criteria elsewhere in the 
act, is not a proper standard to guide 
the Commission in the performance of 
its duty in approving or refusing to 
approve contracts between affiliated 
interests. 
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PENNSYLVANIA COURT OF COMMON PLEAS 


In view of what we have already 
said, we deem it unnecessary to dis- 
cuss whether the penalties imposed for 
violations of the act are such as to de- 
prive the plaintiff of the equal protec- 
tion of the laws or of its property, 
without due process of law, in viola- 
tion of the Fourteenth Amendment 
to the Constitution of the United 
States. We have not overlooked the 
fact that § 702 may deprive the plain- 
tiff of the equal protection of the law 
by limiting its freedom to contract 
with affiliates. We have likewise con- 
sidered the invasion of the right of 
management, the interference with 
property rights, and the taking of prop- 
erty without due process of law, in 
violation of the Fourteenth Amend- 
ment to the Constitution of the Unit- 
ed States and Art. I, § 1, of the Con- 
stitution of Pennsylvania. We feel 
that there is considerable merit in 


these contentions, and that the plain- 
tiff’s rights may be thus invaded. 
Since, however, we have found that 


§ 702 unconstitutionally delegates 
legislative authority to the Commis- 
sion, we will refrain from discussing 
further these aspects of the case. 
The exceptions of the plaintiff are 
sustained. In our former opinion we 
refused parts of the plaintiff's sug- 
gested finding of fact No. 19, and all 
of suggested findings Nos. 20, 24, 25, 
and 26. We now set aside our re- 
fusals in these respects, reaffirm our 
former findings, and, in addition, 
adopt as the findings of fact by the 
court the plaintiff’s suggested findings 


Nos. 19, 20, 24, 25, and 26. This 
means that we have adopted as the 
findings of fact by the court all of the 
plaintiff's suggested findings of fact, 
with some slight alterations in No. 18, 
to which the plaintiff has not ex- 
cepted. 

We likewise set aside the conclusions 
of law made by us in our former 
opinion. We now adopt as the 
conclusions of law by the court the 
following plaintiff's suggestions for 
conclusions of law, to wit: plaintiff's 
suggestions Nos. 1, 3, 4, and 6. We 
refuse plaintiff's suggested conclu- 
sions of law, Nos. 2 and 5, for the 
reason that the court has not consid- 
ered, in its opinion, these two aspects 
of the case. 

And now, to wit: October 28, 1940, 
it is ordered, adjudged, and decreed 
that the defendants, Dennis J. Driscoll, 
Thomas C. Buchanan, Richard J. 
Beamish, constituting the Public Util- 
ity Commission of the commonwealth 
of Pennsylvania, and Claude T. Reno, 
attorney general of the commonwealth 
of Pennsylvania, or their successors 
and associates in office, be and the same 
are hereby permanently enjoined and 
restrained from enforcing against the 
plaintiff, its officers, agents, servants, 
or employees, any of the provisions 
of § 702 of the Public Utility Law 
of 1937, P. L. 1053, as amended by 
the Act of September 28, 1938, P. L. 
44. 

The prothonotary is directed to 
forthwith inform the parties hereto, 
or their counsel, of this decree. 
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There’s Buy Appeal 
In the Modern Design of 
NIAGARA 
GAS FURNACES 


HE eye-appeal makes a buy appeal in Niagara Winter 
: Conditioning and gravity units. Modern casing de- 
sign . . . concealed controls . . . copper chrome cast iron: 
or ... Toncan iron heat exchangers . . . the choice of belt 
ot direct drive blowers with two-speed control . . . the ex- 
clusive Niagara summer-winter switch . . . combine with 
high efficiency and low prices to give you a furnace appreci- 


ated by home owners and builders alike. 


Write for complete information 


The Forest City Foundries Company 
2500 West 27th Street Cleveland, Ohio 
Established in 1890 
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al Industrial Progress 


Selected information about manufacturers, new prod- 
ucts, and new methods. Also news on utility expansion 
programs, personnel changes, recent and coming events. 


$50,000,000 Program Planned 
By Philadelphia Electric 


HE Philadelphia Electric Company will 

spend $50,000,000 for increased power fa- 
cilities in 1941, it was announced recently. 
This is the largest volume of construction 
work in the history of the company. 

Construction will include a new generating 
station on the Delaware River in South Phila- 
delphia, and additions to substations and trans- 
mission lines in Chester, Willow Grove and 
other localities. 

The program will boost the company’s gen- 
erating capacity to more than 1,500,000 kilo- 
watts, enough power to feed a belt of light 
around the earth with a separate bulb every 
three and three-quarters feet. 

Largest single item in the 1941 budget, is 
the new Southwark generating station in South 
Philadelphia. Plans call for an ultimate ca- 
pacity of 600,000 kilowatts with the first turbo- 
generator unit in service in 1944. 

Scheduled for completion next year is the 
extension of the Chester station, where an 
80,000-kilowatt generator will be installed 
and where major improvements in the high- 
tension switch-house are to be made. 

This is in addition to a new 50,000-kilowatt 
generator now being installed at the Chester 
plant, which is scheduled to begin turning over 
this spring. 

Included among the projects for the coming 
year are additions and improvements to the 
transmission and distribution system amount- 
ing to $12,000,000. 

Expansion of production and distribution 
facilities of the gas department also are indi- 
cated. This is necessary because of additional 
industrial requirements resulting from the 
national defense program, new building con- 
struction and increased use of gas for domes- 
tic house heating. The cost will reach an esti- 
mated $1,400,000. Of this total, $750,000 will 
provide for enlarged production capacity in 
the gas generating plants at Chester and West 
Conshohocken. Work will start on the con- 
struction program in these plants early this 
spring. 

In order to meet the expanding needs for 


MARTENS & STORMOEN 
successors to 


THONER & MARTENS 
Disconnecting and Heavy Duty Switches 


15 Hathaway St., 





Boston, Mass. 











central plant steam, a new boiler at the Willow 
steam plant has been authorized and is sched- 
uled for operation in the fall of 1942. The 
cost of this installation, with extensions to ex- 
isting mains to connect additional load, will 
approach $500,000. 

Supplernenting the construction program for 
the Philadelphia Electric Company itself, more 
than $2,000,000 has been authorized for sub- 
sidiary companies, among the more important 
items being the installation of a new 20,000- 
kilowatt high-pressure turbo-generator at 


Deepwater station, scheduled for service in 
1942, 


Connelly Plans to Increase 
Production Facilities 


ONNELLY Iron Sponge & Governor Com- 
pany, Chicago, Illinois, and Elizabeth, 
New Jersey, announces extensive additions and 
improvements in its production facilities for 
the manufacture of governors, regulators, back 
pressure valves and other devices used in the 
production, distribution, control and consump- 
tion of manufactured and natural gas. Installa- 
tion of new equipment and acquiring of aug- 
mented plant facilities is reportedly due to the 
increase of business which has resulted largely 
from changes in design and construction of 
the Connelly line of products made by the en- 
gineering department. In addition, contracts 
have been let for building a new laboratory 
and enlarged office space necessitated by in- 
creased demands on the gas purification di- 
vision. 
Extensive plant facilities are maintained by 
Connelly both at Chicago, Illinois, and Eliza- 
beth, New Jersey. 


“Spirakore” Transformers up to 


500 KVA Now Available 
type pn Electric’s distribution transformer 
of revolutionary design, the “Spirakore,” 
is now available in single-phase ratings up to 
and including 500 kva, according to | 
Brown, manager of the company’s Trans- 
former Division at Pittsfield, Mass. Many of 
the larger ratings are already in production 
and ready for delivery. 

Citing the extension of the Spirakore de- 
sign as another significant advance in the 
transformer art, Mr. Brown pointed out that 
market levels on the entire line of distribution 
transformers average from 15 to 20 per cent 
lower today than they were only three years 
ago, when the Spirakore transformer was first 
announced, 
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~ MASTER CRAFTSMEN 
LIKE CHARLEY* 


CREATE 


MASTER-LIGHTS 


Type 
Z| 
MASTER- 
LIGHT 
Utilities’ 
Preference 
; In An 
1\ Automobile 
r— Searchlight 


k Charley—with us 20 years—is 
n artist in metal. Those strong, 
owing fingers can perform near 
iracles with tools! Consummate 
aftsmen like Charley are major 
core oaed MASTER-LIGHTS' 
igh quali ty. 


There’s a reason why over 500 U. S. Public Utilities 
choose MASTER-LIGHTS for their repair crews... 
Craftsmen create them. Each MASTER-LIGHT meets a 
HIGHER standard of performance than does any com- 
parable competitive light . . . “Quality-Built” sums it up. 


A MASTER-LIGHT For Every Need 


Many satisfied utility customers have led us to specialize 
in manufacturing lights utilities need—both hand lights 
and automobile spotlights. Read the new MASTER-LIGHT 
catalog. In it, you'll find high-powered, convenient 
MASTER-LIGHTS that will help YOUR repair crews make 
better, faster night repairs. MASTER-LIGHTS are sent 


on approval. Write for free catalog now. 


CARPENTER MANUFACTURING CO. 
Manufacturers of MASTER-LIGHTS 


179 Sidney Street, Cambridge, Mass. 
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Burgess Battery Adds Two New 
Acousti-Booths to Line 


wo new acoustical telephone booths, espe- 
Tan adapted for use in hotels, banks, 
stores, and other public telephone installations, 
have just been added to the line of Acousti- 
Booths offered by Burgess Battery Company, 
530 W. Huron St., Chicago. 
Like other Burgess Acousti-Booths, the 
new models have no doors, yet they give com- 


Model 205 Telephone Acousti-Booth 


plete quiet and privacy. The walls and ceiling 
of the booth are designed like modern audi- 
toriums and radio stations—they are acousti- 
cally lined to blot up stray noise and create 
a “zone of quiet” within the booth. 

The Acousti-Booth is convenient to use, be- 
cause there are no complicated folding doors 
to cause interference, and ample room is pro- 
vided inside the booth. The doorless construc- 
tion allows better ventilation than is possible 
in ordinary, enclosed booths, according to the 
manufacturer. 

Illustrated bulletin with prices will be sent 
on request. 


Insulation for Street Lights 


NEW heat-insulating hood for street 
A lights has been announced by the Gen- 
eral Electric Company. It is designed to in- 
crease the life of cable used within the hood 
and provide better cable performance by pro- 
tecting it from temperatures in excess of 75 
C. These high temperatures have been en- 
countered in luminaires with metal hoods and 





DICKE TOOL CO., Inc. 
DOWNERS GROVE, ILL. 
Manufacturers of 
Pole Line Construction Tools 
They’re Built for Hard Work 











lamps larger than 4,000 lumens, and are con- 
sidered certain to cause deterioration of cable 
insulation, possibly to the point of premature 
electrical breakdown. 

A. slip-fitter arrangement, which allows 
mounting and wiring from the side of the 
luminaire hood, plus an internal wet-process 
porcelain insulator through which the con- 
ductors pass, avoid exposure of the vulnerable 
cable insulation to excessive temperature, thus 
assuring normal life and reliability of the in- 
sulation. 


Connecticut Utilities Will 
Spend $35,000,000 


Me public utility companies of Connec- 
ticut will spend approximately $35,100,- 
000 for plant improvements and extensions 
during the coming year. The largest budget 
is that of the Southern New England Tele- 
phone Company which has projects aggregat- 
ing $9,350,000. Connecticut Light & Power 
will carry out a $2,900,000 program and com- 
plete $4,600,000 of another work previously 
announced. 

United Illuminating Company will finish $6,- 
000,000 of plant improvement already under 
way and will have an additional $1,000,000 for 
betterments and extensions. Hartford Electric 
Light Company’s budget will be $4,000,000. 
The Connecticut Power Company budget will 
run to approximately $3,000,000. 

The biggest water project is that of the 
Metropolitan Water District of Hartford, 
whose budget amounts to approximately $2,- 
363,000. Other budgets are estimated as fol- 
lows: Bridgeport Hydraulic Company $1,- 
150,000; Hartford Gas $250,000; New Haven 
Water Company $150,000; Bridgeport Gas 
Light Company $150,000; and New Haven Gas 
Light Company $163,300. 


Mark Sensing Reproducing 
Punch Introduced by I.B.M. 


A MACHINE which automatically punches 
data in tabulating machine cards in con- 
formity with pencil markings on the card has 
been added by International Business Machines 
Corporation to its line of electric punched 
card accounting machines, it was announced 
recently. The machine utilizes the principle of 
the electrical conductivity of a soft pencil 
mark. 

Termed by the company the greatest advance 
in the development of punched card account- 
ing in recent years, the mark sensing repro- 
ducing punch provides, in effect, that the per- 
son writing an original record in pencil can 
simultaneously provide for the punching of 
all or part of the information involved with- 
out the use of any equipment other than the 
pencil itself. This provision for punching at 
the point of original information instead of in 
the office both simplifies and accelerates office 
routine, it was stated. 

Some of the applications for which the new 
method is intended are the completion of ma- 
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BOILERS, PIPING and 
other equipment insu- 
lated with J-M 85% Mag- 
nesia are fully protected 
ainst excessive heat 


ag 
losses. 





J-M Insulation-Engineering 

Service. J-M Engineers offer 

you specialized experience 

and training that enable 

them to trace down costly 

heat losses that might other- 

wise go unnoticed. From the 

complete line of J-M Insu- 

h.MOST any insulation will save you lations, they can recommend the exact 

some money on fuel. But to get fuel | amount of the right material that as- 

sts down to rock bottom ...and to sures maximum returns on your insulat- 
eep them there . . . it takes the one ing investment. 

rect insulating material, applied in the For full information on this helpful free 

ne most economical thickness. service and data on all J-M Industrial 

Toassure every saving possible within- Insulations, write for Catalog IN-55A. 

lation, leading power plants rely onthe | Johns-Manville, 22 E. 40th St., N.Y.C. 


MJohns-Manville INDUSTRIAL INSULATIONS 


FOR EVERY TEMPERATURE ...FOR EVERY SERVICE... 
L-W Superex Blocks and Pipe Insulation. .. H-T Superex Blocks ... Asbesto-Sponge Felted... 











—-— =~ manmremisses ” ' aa aan 


40 INDUSTRIAL PROGRESS—( Continued) 


terial requisition cards by marking quantities 


withdrawn, completion of public utility bills 
by having meter readers mark their readings 
for punching, etc.; the distribution of time 
worked by a man or group of men to various 
job numbers, the taking of physical inventories 
in which quantities are marked on the floor 
and costs are marked in the cost department; 
completing labor vouchers for production con- 
trol by marking the man-number and pieces 
to be paid for; completion of billing cards by 
marking quantities shipped. 

The machine has capacity for sensing and 
punching ten columns on one run, and double- 
marked or unmarked columns will cause the 
machine to stop, thereby informing the op- 
erator of an error and thus verifying its own 
punching. 

The company also announced the introduc- 
tion of an alphabetic verifying punch so that 
alphabetic as well as numeric data punched 
in a card can be verified, and also providing, 
by means of’a card inserted in a master-card 
rack control of several conditions which would 
require that verification be modified. It is of 
particular use in applications requiring a high 
degree of accuracy in the punching of names, 
such as insurance policy records, as well as in 
applications requiring the preparation of ad- 
dress cards. 

When an error is detected a red light is 
shown and the machine locks to prevent fur- 
ther operation until the error is rectified . 


M. M. & M. Announce 
Factory Expansion 


ie order to keep pace with the increased 
demand for products of its manufacture, 
Manning, Maxwell & Moore, Inc., Bridgeport, 
Connecticut, makers of pressure gauges, safety 
valves, industrial thermometers, and globe 
valves, announce extensive factory expansion. 

At their Bridgeport plant, a sixth floor has 
just been added, and about 50,000 square feet 
of space leased across the street. The Han- 
cock Valve Division of this concern, whose 
plant is located in Boston, has secured an addi- 
tional four-story factory that will be devoted 
exclusively to the manufacture of Hancock 
Steel Valves. 

M. M. & M. state that these expansions in 
space, along with similar additions in manu- 
facturing equipment, will enable them to keep 
up with increasing demands for their products. 


Duke Power to Install Another 
G-E Turbine-Generator 


Sega of a 40,000-kilowztt turbine- 
generator is being started by General 
Electric for the Duke Power Company as part 
of a huge expansion program to keep pace 
with defense needs. The new unit will go into 
the company’s Buck Station, near Spencer, 

C., and will entail expenditures totalling 
three million dollars, exclusive of necessary 
transmission lines and additional distribution 
facilities. 


Baltimore Utility to Expand 
Power Facilities 


HE 1941 construction budget of the Con- 
T solidated Gas Electric Light and Power 
Company of Baltimore provides for an esti- 
mated expenditure of $8,655,811 for additional 
new facilities and for the replacement of old 
facilities. 

Supplementing this sum, there is a carry- 
over of $3,899,545 from the 1940 construction 
budget for construction work started last year 
and not yet completed. These expenditures ap- 
ply principally to the Westport electric power 
station, whose capacity is being expanded sub- 
stantially. 

The expenditures for additional facilities 
and replacements pertain to many parts of the 
property, comprising the systems serving the 
company’s customers with gas, electricity and 
steam. They include further expansion in 
electric generating capacity. 

The estimated total construction expenditure 
for 1941 will be $3,895,000 greater than the ac- 
tual outlay for 1940. 


Wood Pole Standards Proposed 
As American Standards 


§ ie ASA Telephone Group has recom- 
mended to the American Standards As- 
sociation that six American Tentative Stand- 
ards for wood poles be advanced to the status 
of American Standards. These standards 
cover: Northern White Cedar Poles (05bl- 
1931) ; Western Red Cedar Poles (05cl-1931) ; 
Chestnut Poles (05d1-1931) ; Southern Pine 
Poles (05el-1931); Lodgepole Pine Poles 
(05f1-1933) ; Douglas Fir Poles (05gl- 1933). 

This action was taken in response to the 
policy of the ASA Standards Council to re- 
consider all tentative standards and to either 
advance them to American Standards or to 
drop them from the list of approved stand- 
ards. 


The Okonite Co. Opens New 
Office in Birmingham 


F C. Jones, president of The Okonite Com- 
e pany, (manufacturers of insulated wires, 
cables and splicing tapes) recently announced 
the opening of the company’s sixteenth district 
office on January 15, 1941 at Birmingham, Ala- 
bama, to serve the company’s rapidly growing 
business in the industrial South. — 
Dewey A. White, formerly sales engineer in 
the company’s Atlanta office has been appointed 
manager of the new office. Mr. White, who 
has been connected with Okonite for seven- 
teen years, will have included in his South 
Central Territory the states of Tennessee, 
Alabama, Mississippi and Louisiana. Mr. 
White will handle insulated wires and cables 
manufactured by The Okonite Company, The 
Okonite-Callender Cable Co., Inc., and the 
Hazard Insulated Wire Works Division. 
Tke South Atlantic territory (North Caro- 
lina, South Carolina, Georgia and Florida) 
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A. we see the picture, it is service that will count primarily in 
sed business relations ... not merely speedy delivery, but a comprehensive 
service which embodies all the factors essential in meeting the 
exigencies of Industry’s expanded program. 


These factors embrace thorough, painstaking co-operation with the 
customer, sensing his needs, helping to provide technical assistance in the 
solution of his problems, building the type of transformer best suited to 
his demands and which can be manufactured to meet his delivery schedule. 


To give this kind of service an organization must have the necessary 
ability, the experience and engineering training, the willingness to 
collaborate with the customer in every way. 


Pennsylvania's fitness to serve promptly and effectively is readily 
illustrated by these typical instances. 


Recently a large utility in conjunction with an equally prominent 
industrial, required approximately 60,000 kva. in power transformers (two 
banks) for important preparedness work. Pennsylvania was called upon 
to meet a short delivery and the work was done within scheduled time. 
The customer’s appreciation of this efficient service was manifested by an 
immediate order for a duplicate bank. 


Last August, a large industrial concern needed a special furnace 
transformer in extra fast time. The physical capacity was equivalent 
to 30,000 kva., 3 phase, 60 cycles. The order was placed August 18, and 
transformer shipped in 35 calendar days! ...an extraordinary achieve- 
ment. The customer’s reaction was expressed as follows: “We are 
quite certain no other company could possibly equal this record.” 

This is service as we see it ... made possible by an 
organization trained to render the customer the closest 
possible cooperation. Since 1941 will be a year of 
action, you will, we feel sure, find Pennsylvania 
service ideally fitted to your needs! 


TRANSFORMER COMPANY 


1701 ISLAND AVENUE, N. S. PITTSBURGH, PA. 
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will continue to be handled by Geo. N. Brown, 
manager of the company’s office at 1606 
Rhodes-Haverty Building, Atlanta, Ga. 

On January 3rd, Okonite’s St. Louis, Mis- 
souri office was moved from the Ambassador 
Building to larger quarters at 1406 Shell 
Building. Robert E. Sontag, St. Louis mana- 
ger, remains in charge. 


Alabama Pwr. to Spend 
$6,500,000 On Expansion 


LABAMA Power Company will spend ap- 
A proximately 64 million dollars for con- 
struction during 1941, according to Thomas 
W. Martin, president. About one-third of this 
sum will be for the completion of the steam 
plant now under construction at Chickasaw, 
near Mobile, and expected to be in operation 
in May or June. 

Nearly half a million dollars will be spent 
for the construction of new rural lines and 
over 2 million dollars will be used for ex- 
tensions and improvements to existing rural 
and distribution facilities. Three hundred thou- 
sand dollars will be devoted to transmission 
line additions and improvements. 

The remainder of the construction program 
will be devoted to the improvement of service 
in various localities where there has been an 
increase in the use of electric service or where 
an increase seems likely within the year. A 
number of additional substations will be built 
under this phase of the construction program. 

President Martin stated that this large non- 
emergency expenditure is in keeping with the 
company’s long-standing policy of maintaining 
and extending its facilities to assure continu- 
ing dependable electric service. 


Gas-Carburizing Furnace 


NEW gas-carburizing electric furnace for 
Fyre ao steel parts has been an- 
nounced by the General Electric Company, 
Schenectady, N. Y. This new furnace offers 
outstanding advantages over other methods 
of carburization eccording to the manufac- 
turer. A hydrocarbon gas, circulated rapidly 
through the charge, is used instead of a solid 
carbon compound as a source of carbon for 
the carburizing process. Since the gas is uni- 
formly distributed in the furnace, a “case” 
of uniform thickness forms on every surface, 
regardless of position in the load. In addi- 
tion, like all electrically heated devices, the 
furnace can be controlled automatically to re- 
produce any carburizing treatment, time after 
time, on a production-line basis. 

Operating data show that savings as high 
as 75 and 80 per cent are made under some 
conditions when this gas-carburizing furnace 
is substituted for older methods of carburiz- 
ing. These savings are possible because of the 
shortened carburizing cycle, the elimination of 
packing material, and_the improvement, in 
quality and uniformity of carburized parts 
obtained by the new furnace. 

Other advantages brought about by the 
use of the new gas-carburizing furnace in- 


clude elimination of the messy, time-consym. 
ing, and costly process of packing and yp. 
packing the carbon compound; and _ substi. 
tution of lightweight alloy trays or baskets | 
for the heavy, costly cast pots necessary when | 
the packing process is used. 


Square D Controller Division 
In New Milwaukee Plant 


T HE Square D Company has transferred jts 
Milwaukee offices and all production of 
the Industrial Controller Division, to a new 
125,000 square foot plant on North Richards 
Street at Capitol Drive, where production c- 
pacity has been increased 50 per cent. 

A modern power distribution system which 
utilizes the company’s own products to pro- 
vide the highest possible degree of flexibility 
and efficiency is one outstanding feature of the 
new plant, which was designed and built by 
The Austin Company. The manufacturing 
area, laid out for straight-line production in 
two 60-foot monitor bays and three 40-foot 
low bays with columns on 40-foot centers 
lengthwise of the building, extends a distance 
of 380 feet beyond the offices. 

Forty-two hundred lineal feet of square-duct 
has been used throughout the structure, includ- 
ing 500 feet in the office building where one 
installation serves the telephone system and 
another the lighting connections and _ office 
equipment. 

Use of the square-duct simplified distribu- 
tion of power to more than 275 individual 
motor-driven machines. The ducts are ata 
uniform height of 13 feet, so located that inno 
instance is the distance from the duct to any 
individual motor more than 25 feet, which 
makes it possible to hold the size of copper re- 
quired to one-third the size of the main cable. 

Generous daylight is provided through the 
6-foot 7-inch runs of monitor sash and 10-foot 
33-inch runs of continuous side wall sash 
which completely surround the plant, while 
from 25 to 35 foot-candles of light is provided 
for night work by 500 watt Mazda lamps in 
standard RLM reflectors on 12 x 13 foot cen- 
ters. Vapor-proof fixtures are used in the 
enameling shop. 


Be 
Equipment Literature 
Pressure-Creosoted Laminex Culverts 


Prefabricated culverts which can be erected 
by unskilled field labor and which withstand 
loads in excess of 20,000 pounds are described 
in the booklet “Pressure-Creosoted Laminex 
Culverts” (Form G-16) published by Koppers 
Company, Wood Preserving Division, Pitts- 
burgh. 

These culverts are made of laminated, pres- 
sure-creosoted wood, with sections interlock- 
ing cornerwise and lengthwise to form a soli 
unified construction. Drawings and photos 
show how they are assembled. 

The booklet gives their advantages and use 
for conduit for pipe lines, waste and storm 
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DURABLE 


ou can depend on Kinnear Rolling 
Doors to give the long lasting 
ficiency and economy you want. 
bervice records prove it. Kinnear 
Rolling Doors feature heavy-duty 


sy Operation all year ’round... 
lexibility that absorbs the punish- 
ent of hard, daily service—and 


much more. Built to fit any door- 


vay. Motor or manual operation. 
onsult Kinnear frst! Write. 





fereoy i Com .ekei ss) 


THE KINNEAR MANUFACTURING COMPANY 


2060-80 FIELDS AVENUE - - COLUMBUS, OHIO 
J \ tories: Columbus, Okic and Sent Cat 
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Equipment Literature (cont'd) 


sewers, railroads, highways and airport drain- 
age. A table lists sizes obtainable. Details of 
the lumber and the preservative treatment 
used are given. 


Voltage Regulator 


Allis-Chalmers Mfg. Company, Milwaukee, 
Wisconsin, has for distribution, Bulletin B- 
6126 on their completely new dry type air- 
cooled regulator for feeder voltage regulation. 
It is the first literature issued and covers rat- 
ings of 36 kva to 96 kva, 2400 volts, single 
phase. Besides outlining advantages of safety, 
reliability and low maintenance for indoor sub- 
stations, it gives an extensive, well illustrated 
description of how this type CFR air-cooled 
regulator operates. 


G-E Bulletins 


The following publications have recently 
been issued by General Electric Company: G- 
E Metal-Clad Switchgear, Type MI-6 (GEA- 
2499A); High-Speed Induction Motors 
(GEA-978B); Tellurium Portable Cable 
(GEA-1918B) ; How to Maintain D-C Motors 
(GEA-3488) ; Why FH Cubicles? (GEA- 
2599); New G-E Gas-Carburizing Electric 
Furnace (GEA-3523). 


Automatic Lubricator 


Ace Lubricating Equipment Company, Inc., 
Detroit, Mich., has just issued a bulletin de- 
scribing the Ace lubricator. This new auto- 
matic lubricator for automotive and industrial 
use replaces all types of grease fittings and 
grease and oil cups. The Ace lubricator is filled 
with a grease gun, indicates when it is empty, 
is easily cleaned and can be adjusted to suit 
bearing pressure. 


Rocking Contact Voltage Regulators 


Allis-Chalmers Mfg. Company, Milwaukee, 
Wisconsin, has issued Bulletin B-6137 on their 
type VD Rocking Contact Voltage Regulators. 
It is of vital interest to those engineers having 
applications involving control of voltage, cur- 
rent, speed and tension in connection with di- 
rect current machines. This descriptive bulle- 
tin, well illustrated by photographs and wiring 
diagrams, shows how these regulators may be 
applied to direct current problems in steel 
mills, paper mills, electro-plating and chemical 
plants, and in the process industries. 


» 
Personals 


General Electric 


John P. Rainbault was recently named man- 
ager of the air conditioning and commercial 
refrigeration department of the General Elec- 
tric Company by H. L. Andrews, vice president. 

Formerly manager of the company’s electric 
clock section in Bridgeport, Conn., Mr. Rain- 
bault succeeded Stuart M. Crocker, who was 
named a vice president concerned with custo- 


mer relations. Mr. Rainbault’s headquarters are 
in Bloomfield, N. J. 

F. E. Fairman, Jr. has been appointed assist. 
ant manager of the Switchgear Division, Cen. 
tral Station Department, Philadelphia. J. p, 
Hoffman, also of Philadelphia, has been pro. 
moted to manager of sales of the equipment 
section in the Switchgear Division, at Phila- 
delphia, taking over the work formerly 
handled by Mr. Fairman. j 

T. A. Abbott has been appointed manager 
of sales, Meter Division, it has been announced 
by F. G. Vaughen, manager, General Electric 
Meter Division. The new appointment was 
effective January 1, 1941. 


Chaplin-Fulton Mfg. Co. 


Alex M. Brooks has been elected president 
of the Chaplin-Fulton Manufacturing Com- 
pany, Pittsburgh, Pa. The office has been va-* 
cant since last July and was formerly held 
by the late W. S. Ralston. sa 

Mr. Brooks is a grandson of M. B. Chaplin,” 
one of the founders of the company. The new*- 
president joined the firm in 1930, was made 
treasurer in 1934 and was elected vice presi- 
dent in 1937. 


A.G.A.E.M. 


B yea E. Bogan has been appointed sales pro- 
motion manager to direct the CP (Certi- 
fied Performance) Gas Range Program for the 
Association of Gas Appliance and Equipment 
Manufacturers as of February Ist. He suc- 
ceeds R. S. Agee. 

Prior to joining the association two years 
ago, Mr. Bogan was director of sales for the 
Central Illinois Light Company, Peoria, Ill. 
and had been associated with that company 
in various capacities for more than fifteen 
years. Because of his knowledge of advertis- 
ing and dealer codrdination he served on sev- 
eral committees of the Illinois Public Utilities 
Association. 

Acting in the capacity of CP Gas Range 
field sales counsellor for the past two years, 
Mr. Bogan has travelled more than 150,000 
miles throughout the United States conferring 
with dealers and gas company executives. He 
is a well known authority on marketing meth- 
ods and sales promotion and has addressed 
hundreds of sales groups in his extensive 
travels. 

In accepting his new position Mr. Bogan 
stated that “The CP gas range program spon- 
sored by more than 20 leading gas range manu- 
facturers has set up a budget for 1941 of 
$115,000 for promotion and advertising, tying 
in codperatively with the American Gas Asso- 
ciation’s $450,000 advertising campaign.” 


Ruud Mfg. Co. 


C. A. Brudin of the Ruud Manufacturing 
Co., Pittsburgh, Pa., is district manager at 
Baltimore. He succeeds E. P. Game who has 
been transferred to Charlotte, N. C. Formerly 
Mr. Brudin was in charge of Ruud’s Wash- 
ington branch. 
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GRINELL MULSTFYRE— 


Snuffs Out Oil Fires with 
Mulsifying Spray of Water! 


Sc WHAT MULSIFYRE SPRAY , 
A STUBBORN OIL FIRE... LOOKS LIKE... FIRE OUT, WITHIN 5S SECONDS! 


In generating plants, switch yards, sub- 
tations... wherever oil-filled apparatus or 
lubricating systems are employed... 

rinell Mulsifyre Systems now give per- 
manent, positive protection against oil fires. 
The instant the system is turned on, either 
manually or automatically, a driving spray 
of water strikes the oil ... churns the surface 
into a non-flammable emulsion . .. smothers 
flames within a few seconds! The water 
soon separates itself from the oil as the 
emulsion breaks down. 


This simple, positive method of extin- 


guishing oil fires was developéd and 
patented by Grinnell . . . and is incorporated 
in Mulsifyre Systems by means of a special 
discharge nozzle, the Grinnell Projector. 
Since its introduction, “Mulsifyre” has been 
accepted internationally by utilities and 
industries . . . and by the U. S. Navy for 
bilge-protection of oil-burning ships. 
Write for detailed information on 
“Mulsifyre” Systems and their applications. 
Grinnell Company, Inc., Executive Offices, 
Providence, Rhode Island. Branch offices 
in principal cities of U. S. and Canada. 


GRINNELL 


AUTOMATIC SPRINKLER FIRE PROTECTION 


a 
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How to handle all kinds of wiring and 
A PRACTICAL, HOW-TO-DO-IT HANDBOOK installation jobs 


Covers the complete contents of the latest a gp in strict accordance with 
i iti ill i t , data an 
anlcnithens $0 show wuat tat Cote alata Walk toy t Spite So THE 1940 NATIONAL 
commercial buildings high-voltage equipment ELECTRICAL CODE 


homes signal systems : : a 
factories lati ERE is the electrical contractor's jg 
; k motor installation J 
Seat h services : book almost completely re-writt 
Guesives grounding in accordance with the new 1940 (gy 
emergency lighting design of installations i 
Code, Abbott's tricians to understand the new rulings 
Based on eidioae : the National Electrical Code and to i 
National Electrical Code Handbook work in accordance with the Code 
, A An instantaneous aid 
brings you: In Abbott’s Handbook you can find 3 
—definitions of Code terms —85 useful tables the rules affecting any question in an j 
sos —138 wiri and connectin : 
—types of approved wiring ‘anne sd — pet isnt 
—requirements pertaining to ‘ : I 
pin a materials and ap- . In simple language wit 
paratus, and methods of diagrams and_ illustr: 
installing them tions 
—general requirements easier for you to under 
applying to all wiring stand quickly. 
aeons nase All rules for a jb 
—automatic overload pro- aa } 
tection, general re 
quirements and _ spe- 
cific applications 
—simplified application 
ef Code data pertain- 
ing to motor installa- 
tions 








—280 illustrations and 
schematic diagrams 
of apparatus and in- 
stallations 








Key to the Code rule and you cannot fai 


A few minutes’ attention to the Anannrt N 
Key to the Code Requirements in ABBOTT to understand all of th 


ee 3 of ~~ ~— oo Pn the ‘ : 

reader a better idea o ie scope . 4 
and contents of the code than of scattered rules to 
eould be obtained by two hours’ logical and understand 
study of the code itself. able system. 


Just Out! Arthur L. Abbott's 
NATIONAL ELECTRICAL CODE HANDBOOK 


595 pages, 5 x 742, semi-flexible, 418 illustrations. $3.00 











: of apparatus have been used freely wherever the text cal 
A time and money saver be more clearly explained in this manner. 

en i. 2 the gy ~~ ¥ the or ar i aes and 
elpful electrical books that has been published in recent 
years. It gives a wealth of information from the practical All the tables of data 
angle of getting jobs done according to legal requirements. which must be referred to frequently by users of ¢! 
It saves delay in starting jobs, it saves time and money ode have been placed together in the last chapter 
in avoiding false starts, errors and violations. At the ook in order to make these data most convenient 
same time it contains so much clearly presented informa- quick reference 
tion that it will pay to use it for general reference on i 
many questions of materials, plans, wiring and installation. 





Long, involved rules made plain Order direct from 


ee a suling leeks clarity, Phe a 4 reviewed PUBLIC UTILITIES FORTNIGHTLY ; 
and its practical application is explained. € more in- 

volved Code paragraphs have been divided into short and 1038 Munsey Bidg., Washington, D. G 

simple rules and others are restated in simple language. 
Diagrams, sketches and illustrations of commercial types 

















What features of Dodge Job-Rated 
¢ trucks assure high gas mileage on 
your job? 


Each truck has the right one of six 
truck engines for correct power with 
economy. High compression design 
saves on gas. By-pass thermostat re- 
duces choking, saves fuel. Valve seat 
inserts and 4-ring pistons maintain 
compression. 


Q What Dodge Job-Rated truck engine 


¢ features assure top oil economy? 


A Full-length water jackets guard against 


excessive oil-burning temperatures. 
Crankcase ventilation prevents oil di- 
lution. Two oil control rings, plus two 
compression rings per piston, prevent 
oil waste. Oil bath air cleaner con- 
tributes to longer oil life. 


What Dodge high quality engine de- 


Q. sign features reduce truck upkeep cost? 


A 


Precision-type engine bearings give 
longer life and low replacement cost. 
Superfinish on crankshaft practically 
eliminates wear. Water distributing 
tube maintains even operating tem- 
perature. Exhaust valve seat inserts 
reduce valve grinding. 


Why are Dodge Johb-kated Trucks so 


@ economical to operate and maintain ? 





[ts all a matter of quality --- plus 
trucks that fit the job / 


What Dodge high quality chassis fea- 
tures reduce upkeep cost? 


Carburized transmission gears—their 
extremely hard surfaces resist wear. 
Sealed roller bearing universal joints 
greatly minimize friction and wear. 
Complete roller-bearing-equipped rear 
axles materially reduce friction, in- 
crease life. Amola steel springs, and 
deep, sturdily-braced frames promote 
longer life. 


What Dodge Job-Rated cab features 
contribute to driver comfort and owner 
savings? 


Steel reinforced with steel cab con- 
struction. Rigidly mounted doors—to 
eliminate squeaks and rattles. Com- 
pletely rustproofed cabs cut refinishing 
expense. New, wide comfort-type seats, 
long-lasting cushion materials and con- 
struction. 


. Why does Job-Rated mean “a truck 





that fits the job”? 


Each Dodge truck is built throughout 
with the right-sized units for handling 
the truck’s load—the right-sized en- 
gine, frame, transmission, clutch, rear 
axle, springs and brakes—for long life 
and economy of operation. 








DEPEND ON DODGE 
“Sob Rated, TRUCKS 


Zoilee 


BECAUSE OF 









[Pot -Raled MEANS: A TRUCK 
TWAT FITS YOUR JOB / 


CHRYSLER 
CORPORATION 
ENGINEERING 
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SPRAGUE COMBINATION METER-REGULATOR 


LATEST ACHIEVEMENT 
IN 
GAS MEASUREMENT AND 
CONTROL. 


For Manufactured, 
Natural and Butane Service 


Write for bulletin. 


THE SPRAGUE METER C0. 


Bridgeport, Conn. 











P. U. R. DIGEST 


CUMULATIVE 


A Digest That Is Serviced 


The Only Complete Digest of Public Service Law and Regulation 





A WORK OF PRIMARY AUTHORITY CONTAINING THE 
DECISIONS AND RULINGS OF THE 


United States Supreme Court 
United States Circuit Courts SIMPLE 
of Appeals ALPHABETICAL 
United States District Courts CLASSIFICATION 
State Courts OF SUBJECTS 
Federal Regulatory 
Commissions A GREAT REVIEW 
Psa pon, gd a 
nsular an erritoria egulatory 
Commissions A GREAT SERVICE 


A SHORT CUT 
COVERING 
FIFTY YEARS 


AN EXHAUSTIVE 
SURVEY OF 
THE LAW 











WRITE FOR PRICE AND PAYMENT PLANS 


PUBLIC UTILITIES REPORTS, INC. 


Tenth Floor, Munsey Building, Washington, D.C. 
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TO SPEED UP:SPEED 





flick of the key 
alls your man 


ASY | a to one person or several, with no one 


called from his desk .. . keep your outside 
phone free for incoming calls... get through to 
the man you want instantly, with no “his line is 
busy” to delay you... get complete privacy for 
mrlty the connec: whatever you have to say. Systems from 2 to 
i 200 stations can be engineered to meet your 
individual requirements. Special 5-station sys- 

RIVATE— tems can be bought as low as $250. Write for 


stening-in is im- 
ossible details today. 


JICTOGRAPH 


Dictograph Sales Corporation, Dept. 501 
580 Fifth Ave. New York City 
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Look up in this new book: 


@ factors influencing adequacy of rates 
methods for determining rate base 
how to provide for depreciation 
and expenses 

income to which utility is entitled 
value of service 

trend in prices 

public policy 

necessity for surplus 

test period for determining rates 
regulation 

electric rates 

gas rates 

water rates 

telephone rates 

street railway rates 

service by the particular utilities 


See these 28 chapters: 
Section | Valuation 


The Rate Base 
Ascertainment of the Rate Base 
Auxiliary Expense Items 
Special Tangible Items 
Intangible Items of Value 

Section 11 Depreciation 
Nature and Kinds of Depreciation 
Necessity of Providing for Depreciation 
Depreciation Fund or Retirement Re- 


serve 
Accumulation of the Reserve 
Treatment of Accrued Depreciation 
Section Ill Expenses 
General Consideration Regarding 
Expenses 
Operating Expenses 
Section IV Return 
Gross Revenue 
Factors Affecting Reasonableness of 


eturn 
Reasonableness of Return as a Whole 
Section V Discrimination 
Discrimination in Rates 
Discrimination in Service 
Section Vi Rates 
Regulation of Rates 
Elements Underlying Rate Determina- 


ion 
Electric Rates 
Rates for Other Utilities 

Section Vil Service 

General Rules for Service 
Extensions of Service 
Abandonment of Service 
Ownership of Equipment 
Service by Particular Utilities 


Let this new book help you solve 


present-day problems of| 


DETERMINING FAIR AND 
PROFITABLE UTILITY RATES | 





Here is a timely, important book which compre- 
hensively covers the field of public utility rate de- 
termination, service and discrimination, treating the 
subject from the viewpoint of the engineer and man- 
ager rather than from that of the lawyer or economist, 


Elements of 


UTILITY RATE DETERMINATIO 
By John M. Bryant 


Professor of Electrical Engineering, Univ. of Minnesota 


and Raymond R. Herrmann 
Rate Engineer, Northern State Power Co. 


464 pages, 6x9, $4.50 


F ILLED with usable, factual information, this book thor 
oughly discusses the factors, methods and problems in 
volved in evaluating public utility property and service for the 
purpose of rate-making. In it the authors give the reasons fo 
regulation of utility rates, describe the methods used to ac 
complish such regulation, and outline the practical limitation 
involved. 

In clear, practical terms, it brings you the essentials of valu 
ation, depreciation, expense, return, etc., as factors in the 
establishment of proper rates for the various utility services 


Just Out Based on Tested Method 
—not Theories 


For illustrative mate 
rial and definitions th¢ 
authors have used nu 
merous citations from 
background and ke 
cases decided by com 


is Me tried and found work 
oy, JOHN, M. BRYANT. able. 


hecsttl “orn 8 
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Dig You Must! 


= Before You Lay the Pipe— 





Dig Anywhere—Anytime 
AT LEAST COST 


“Clevelands” are the ‘“workingest” 
equipment you ever saw or used. Here 
is real trenching performance of the 
highest type. Time-tested, time-proven 
wheel type full crawler design is backed 
by sound engineering and solid quality 
all the way through. 


Compact, yet rugged, with superfluous 
weight eliminated and amply powered 
for the toughest tasks in any type of soil, 
“Clevelands” speed up every operation 
incidental to mechanical trenching and 
deliver maximum performance whether 
the jobs are in the close confined areas 
of city and suburbs or on main lines in 
open country. Easy to operate and trans- 
port (on specially built trailers) “Clevelands” fit into more jobs and reduce 
trenching costs to the minimum. 


You take no chance on “Clevelands” for they are sold on a guaranteed satisfac- 
tion basis. Write today for details. 


TRE CLEVELAND TRENCHER COMPANY 


“Pioneer of the Small Trencher" 


20100 St. Clair Ave. Cleveland, Ohio 


Another Big Time Saving “Cleveland” feature— 
Truck speed transportation on Special Trailer. ‘‘Cleve- 
lands” load or unload in 10 to 15 minutes. 


iL  CLEVELANDS © | |] 
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200,000 Products Grandpa Never Had 


Four SMELLS and commotions— 
that, to most of us, is a good summary 
of the mystic fields of Chemistry and 
Physics. Their lingo — phenol, butyl 
alcohol, trinitrotoluol, isopropyl spir- 
its—is something to use in cross-word 
puzzles. 


We let the practitioners of the mod- 
ern Black Arts cheerfully alone, know- 
ing in due time that it will all make 
sense. The day invariably comes when 
we get a new radio tube, a new medi- 
cine, clothing of glass, hats made of 
milk, cold light, air-conditioned rooms 
—all the every day products which to 
grandfather would have been 200,000 
miracles.* 

The only tragedy is that we take so much 
for granted. We are all quite sure that 
our grandchildren will see 200,000 more 
miracles. 

’ But that’s not necessarily true. These mir- 
acles of the past and those of the future come 
from a happy combination of ‘foul smells 


and commotions” with a peculiarly Ameri- 
can miracle—the American Free Enterprise 
System. 


The miracles of America don’t come from 
the marble halls of the District of Columbia. 
They happen in the brains and spirits of free 
men working together. 


When you hear men say we need more 
laws, more restrictions, more dictocracy, you 
are listening to men who have lost faith in 
America. They will stop the miracles to 
come, as their way of thinking would have 
stopped the 200,000 grandpa never saw. 

So listen instead to those who want Amer- 
ica to go ahead. Business is for more things 
for more people. So What Helps Business 
Helps Us All. 

*Write for “The Case for Industrial Chemistry” 
enclosing 10 cents to cover costs. 


This message is published by 


NATION’S BUSINESS 


It is the 46th of a series contributed toward a 
better understanding of the American system 
of free enterprise. If you’d like to express 
your views on the American Way why not 
write to your Congressman or Senator? 
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DON’T WAIT FOR LEAKS TO WARN YOU deemanaitn 




















In handling gas, chemicals, slurries, oil or other fluids, the ordinary valve is 
subject to leakage caused by packing failure, improper seating, channeling and 
corrosion. In the Nordstrom Lubricated Valve the plug is never separated from 
its seat. None of the line contents can enter between the seat and plug; none can 
clog the valve to prevent a tight closure. 


The patented “Sealdport” system of Nordstrom Valve lubrication comprises an 
arrangement of lubricant grooves whereby, when the plug is in closed position, 
the seat between body and plug is provided with a complete framework of lubricant 
grooves, all interconnected and surrounding the port in the body. Hydraulic pres- 
sure is applied by the lubricant screw. Ask for Bulletin. 


NORDSTROM VALVES 


MERCO NORDSTROM VALVE CO. 


CA Subsidiary of PITTSBURGH EQUITABLE METER CO. 


WORLD'S LARGEST MANUFACTURERS OF LUBRICATED PLUG VALVES; GASOLINE, OIL & GREASE METERS 
@ianchess Main Offices: 400 Lexington Ave., PITTSBURGH, PENNA. 


New York City, Buffalo, Philadelphia, Columbia, Memphis, Chicago, Kansas City, Des Moines, Tulsa, Houston, Los Angeles, Oakland. 
Canadian Licensees: Peacock Bros., Ltd., Montreal. European Licensees: Audley Engineering Co., Ltd., Newport, Shropshire, England. 


Nordstrom Plug Valves * Nordstrom Air, Curb and Meter Cocks * Nordstrom Valve Lubricants ¢ 
* EMCO Gas Meters * EMCO-McGaughy Integrators * EMCO Regulators * Pittsburgh Meters for 
* Gasoline, Grease, Oil, Water and other Liquids * Raybould Couplings * Stupakoff Bottom Hole Gauges 
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for FLEET 
OPERATORS 


Operating expenses and lay- 
ups for overhauls can be cut 
down by systematic use of 
this new, sensational in- 
ternal engine cleaner. Write 
or phone any of the offices 
listed below for complete 
details. 











Cisco Solvent is bringing so many advantages to fleet 
operators that it must not be called merely new but 
SENSATIONAL. Cisco Solvent permits the internal 
cleansing of an automotive engine without any of 
the usual labor expense of tearing the motor down 
or taking the head off. Cisco Solvent removes dirt, 
gum, sludge and varnish from the internal moving 
parts of an engine—and with complete safety. It 
contains a lubricant which protects all parts during 
the purging process. Through the application of 
Cisco Solvent, operators now give their vehicles 
“wide-awake” engine performance, resulting in 
reduced operating and maintenance cost. Lear 
what Cisco Solvent can do for you. 


Cities Service Oil Companies 


Cities Service Oil Company—Chicago, New York, Cedar 
Rapids, Boston, St. Paul, Grand Forks, Kansas City, Fort 


Worth, Oklahoma City, 


Harrisburg, Syracuse. 


Milwaukee, Cleveland, Detroit, 


Cities Service Oil Company, Ltd.—Toronto, Ontario. 


Arkansas Fuel Oil Company—Shreveport, Little Rock, Jack- 
son, Miss., Birmingham, Atlanta, Charlotte, N. C., Nash- 


ville, Richmond. 
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MUNICIPALITIES RELY UPON 
EXIDES FOR MANY SERVICES 


LMOST as varied as the services which Exide Batter- 
ies render the railroad, manufacturing, mining, and 
utility companies, are the functions which they 

serve in municipalities all over the country. 


Above, for example, is pictured a $5,000,000 ultra- 
modern water purification and pumping station recently 
erected by a large mid-western city. Exides assure opera- 
tion of the oil circuit breakers which protect its valuable 
electrical equipment. 


In many other cities Exides render a similar service in 
sewage disposal plants, and other municipal buildings, 
while the police and fire alarm systems are safeguarded by 
Exide Batteries. 


What these dependable and economical batteries are 
doing for others, they will do for you. If your organization — 
uses storage batteries for any purpose whatsoever, remem- 
ber that the wide experience of Exide engineers covers your 
requirements, and that their services are at your command. 


THE ELECTRIC STORAGE BATTERY COMPANY 


The World’s Largest Manufacturers of Storage Batteries for 
Every Purpose 


PHILADELPHIA 


Exide Batteries of Canada, Limited, Toronto 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, accountants, rate experts and others equipped 


to serve utilities in all matters relating to rate questions, appraisals, valuations, special re. 
ports, investigations, design and construction. «< < «< « « 


THE AMERICAN APPRAISAL GOMPANY 


INVESTIGATIONS « WALUATIONS e¢ REPORTS 


PROPERTY EXAMINATIONS AND STUDIES for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
CHICAGO + MILWAUKEE + NEW YORK + WASHINGTON « And Other Principal Cities 











DAY & ZIMMERMANN, INC. 
ENGINEERS 
PHILADELPHIA 


NEW YORK 
PACKARD BUILDING 








eee J ord, Bacon & Davis, Jt, Bae con 


CONSTRUCTION nai 
OPERATING COSTS ngincers INTANGIBLES 
VALUATIONS AND REPORTS 


NEW YORK PHILADELPHIA WASHINGTON CLEVELAND CHICAGO 








J. H. MANNING & COMPANY 


120 Broadway Field Building 
New York ENGINEERS Chicago 
Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizations 
Consulting Engineering Mergers 
Public Utility Affairs including Integration 








SANDERSON & PORTER 
ENGINEERS AND CONTRACTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 


With Management Problems, Financing, Reorganization. 
Chicago New York San Francisco 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 
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STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS + EXAMINATIONS * APPRAISALS 
CONSULTING ENGINEERING 


BOSTON ¢ NEW YORK ¢ CHICAGO e PITTSBURGH © SAN FRANCISCO « LOS ANGELES 








BARKER & WHEELER, Engineers 
Il Park Place, New York City. 
36 State St., Albany, N. Y. 
Designs and Construction—Operating Betterments— 
Appraisals, Rates—Office Systems 
Twenty Years Special Experience in Development of 
Original Costs, Restoration of Capital Accounts, Installa- 
tion of Perpetual Property-Record Systems, and Special 
Problems of Municipal and Other Non-Centralized Proper- 
ties. 


Francis S. HABERLY 
ENGINEER 


Appraisals—Property Accounting Reports 
—Cost Trends 


122 SOUTH MICHIGAN AVENUE, CHICAGO 








BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, investigations and re- 
ports, design and supervision of cona- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION—VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 








EARL L. CARTER 


Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHI@, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY. 


PUBLIC UTILITY 
VALUATIONS AND REPORTS 
814 Electric Building Indianapolis, lwd. 


JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations - Reports 
in connection with 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 








E. J. CHENEY AND CO. 


Engineers and Consultants 


61 BROADWAY NEW YORK 


SLOAN & COOK 


CONSULTING ENGINEERS 


120 SOUTH LA SALLE STREET 
CHICAGO 


Appraisals—Original Cost Studies 
Depreciation, Financial, and Other Investigations 











ROBERT E. FOLEY 


Erecting Engineer 


Telephone Lines—Rural Lines—Fire Alarms— 
Transmission Lines 


48 Griswold St. Binghamton, N. Y. 








J. W. WOPAT 


Consulting Engineer 
Construction Supervision 


Appraisals—Financial 
Rate Investigations 


1510 Lincoln Bank Tower Fort Wayne, Indiana 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 


A 


American Appraisal C y, The. 
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Babcock & Wilcox Co., The 
Barber Gas Burner Company, The 
Barker & Wheeler, Engineers 

Black & Veatch, Consulting Engineers 
Burroughs Adding Machine Co. 








Cc 


Carpenter Manufacturing Company 
Carter, Earl L., Consulting Engineer .. 
Cheney, E. J. and Co., Engineers 


Chevrolet Motor Division of General Motors 
Sales Corp. 


Cities Service Petroleum Products 
Cleveland Tr her Company, The 
*Combustion Engineering Company, Inc. 
Connelly Iron Sponge & Governor Co. ....... 
Crescent Insulated Wire & Cable Co., Inc. 








D 


Davey Tree Expert Company 

Day & Zimmermann, Inc., Engineers 
Dicke Tool Company, Inc. 
Dictograph Sales Corporation 

Dodge Division of Chrysler Corp. ..................---+ 








E 


Egry Register Company, The 

Electric Storage Battery Company, The 
Electrical Testing Laboratories 

Elliott Company 
Elliott Addressing Machine Co., The 
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Foley, Robert E., Erecting Engineer 
Ford, Bacon & Davis, Inc., Engineers 
*Ford Motor Company 
Forest City Foundries Company, The 
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General Electric Company 
Grinnell Company, Inc. 








H 
Haberly, Francis 8., Engineer 
Hoosier Engineering Company 
I 


International Harvester Company, Inc. 
Professional Directory 


*Fortnightly advertisers not in this issue. 
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Jackson & Moreland, Engineers .............000000.... .. 57 
Jensen, Bowen & Farrell, Engineers .. 
Johns-Manville Corporation 
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Kerite Insulated Wire & Cable Co., Inc., The... 18 
Kinnear Manufacturing C pany, The 43 
Koehler Manufacturing Co. -...........0....cccceccessen on 
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Manning, J. H. & Company, Engineers 
Martens & Stormoen 
Merco Nordstrom Valve Company 
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Nation’s Business 

Neptune Meter Company 

Newport News Shipbuilding & Dry Dock Com- 
pany 32 
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Pennsylvania Transformer Company ....... 
Pittsburgh Equitable Meter Company 
Pittsburgh Plate Glass Company 


Railway & Industrial Engineering Company .... 

Recording & Statistical Corp. ....Inside Back Cover 
Remington Rand, Inc. 7 
Ridge Tool Company, The 
Riley Stoker Corporation 
Robertshaw Thermostat C 











Sanderson & Porter, Engineers .. 

Sangamo Electric Company 

Sargent & Lundy, Engineers ............-..--.----0-s0seem 
Silex Company, The Inside Front Cov 
Sloan & Cook, Consulting Engineers ............... “ 
Sprague Meter Company, The 

Stone & Webster Engineering Corporation .... 
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Vulcan Soot Blower Corp. 
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Westinghouse Electric & Manufacturing Co. 
Sisal Outside Back Cove 


Wopat, J. W., Consulting Engineer .......--~ ~ 
56 
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Customer Usage Data 


At Lower Cost ein Less Time 
e With Greater Accuracy 





he eee 


THE ONE-STEP METHOD 








R & S Bill Frequency Analyzer: developed for our Utility Rate Service. 
The kw.-hrs. billed are entered on the adding machine keyboard. A tape is 
prepared of all items and a consumption total accumulated which serves as a 


control. At the same time—through this single operation—the bill count for 
each kw.-hr. step is made by the electrically controlled accumulating registers. 











A continuance of frequent rate changes—the necessity of checking load-building 
activities—the pressing need for current data on customer usage—are but a few of 
e@ reasons many Companies are using R & S ONE-STEP METHOD to analyze and 
ompile information required for scientific rate making. They have not only reduced 
he costs on this work to an average of one-fifth of a cent per item, but have obtained 
onthly or annual bill-frequency tables in a few days instead of weeks and months. 





Write for your copy of "The One-Step Method of Bill Analysis," an interesting 
booklet which describes briefly how these savings are accomplished. 


Recording & Statistical Corporation 
Utilities Division 


102 Maiden Lane, New York, N. Y. 
Chicago Detroit Montreal Toronto 
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Air conditioning builds a 


7 \HE world’s largest synchronous 

motor operating from a city. net- 
work is Shown above. This motor drives 
an air conditioning compressor at In- Westinghouse 4 
ternational Building, Rockefeller -  aelivities in pe, 
Center, New York. Thousands of: West- 
inghouse motors of many types and 
sizes are in daily use throughout the 
country in air conditioning units for 
theatres, schools, factories, restaurants, 
stores and: public buildings. Westing- 
house is constantly ‘finding new and 
improved uses for electrical equipment, 
thus making living more pleasant and 
healthful and at-the same time bring- 
ing increased load to your lines. 
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WESTINGHOUSE ELECTRIC & MANUFACTURING COMPANY, BAST PITTSBURGH, Pi 


Westi nghou se 


RTNER O NTRAL STATION INE RY 





